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ANNUAL  REPORT  OF  THE  FEDERAL  RESERVE  BOARD. 


Federal  Keserve  Boabd, 

Washington^  February  5, 1917. 
The  Speaker  of  the  House  op  Representatives  : 

The  Federal  Reserve  Board  presents  herewith  its  annual  report 
for  the  calendar  year  1916. 

This  report,  the  third  submitted,  is  made  just  after  the  close  of  a 
year  of  imexampled  commercial,  industrial,  and  financial  activity  in 
the  United  States.  In  practically  all  important  industries  labor  and 
capital  have  throughout  the  year  found  full  and  remunerative  em- 
ployment. During  the  calendar  year  1916  exports  of  merchandise 
from  the  United  States  to  other  countries  amoimted  to  about  $5,480- 
900,000,  while  imports  amounted  to  about  $2,391,700,000,  leaving  a  net 
trade  balance  in  favor  of  the  United  States  of  about  $3,089,200,000. 
Domestic  trade,  stimulated  by  unusual  demands,  has  developed  an 
activity  keeping  pace  with  the  nation's  foreign  business,  and  the 
result  of  these  conditions  is  reflected  in  the  augmentation  of  bank 
resources,  as  illustrated  by  the  fact  that  the  deposits  of  all  banks 
and  trust  companies  in  the  United  States  showed  an  increase  of 
$4,344,000,000  during  the  year  ended  June  30,  1916. 

INFLOW  OF  GOLD  AND  ATTENDANT  PROBLEMS. 

Since  the  beginning  of  the  European  war  the  problem  involved  in 
the  distribution  of  gold  throughout  the  world,  as  far  as  the  United 
States  is  concerned,  has  been  completely  reversed.  It  will  be  remem- 
bered that  at  the  outbreak  of  the  war  the  Board  was  confronted 
with  a  serious  situation  in  connection  with  European  credits,  which 
were  maturing  to  the  extent  of  about  $450,000,000,  for  which  settle- 
ment was  demanded.  The  liquidation  of  this  indebtedness  at  first 
involved  large  shipments  of  gold,  which  were  aided  by  a  bankers' 
gold  fund  of  $100,000,000.  But,  owing  to  the  growing  volume  of 
our  exports  to  Europe,  balances  shortly  began  to  appear  in  favor 
of  this  country.  These  balances  have  increased  at  an  unprece- 
dented rate.  From  the  beginning  of  the  war  until  the  end  of 
December,  1916,  there  has  been  a  net  movement  of  gold  into  the 
United  States  of  approximately  $870,000,000,  and  it  is  estimated  that 
during  the  same  period  about  $2,250,000,000  of  securities  of  Ameri- 
'  can  origin,  including  obligations  of  the  National  Government,  of 
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States,  of  municipalities,  and  of  corporations,  have  been  transferred 
from  foreign  to  domestic  ownership.  During  this  period,  it  is  esti- 
mated, about  $2^000,000,000  of  securities  issued  by  foreign  Govern- 
ments and  corporations  have  been  absorbed  and  are  now  held  by 
American  financial  institutions  and  investors. 

During  the  years  1915  and  1916  the  growth  in  volume  of  banking 
business  of  the  United  States  was  unprecedented,  as  shown  by  the 
following  table,  which  includes  aggregate  figures  for  the  National 
and  all  other  banks :  * 


[OOO's  omitted.) 

June, 
1914. 

June, 
1915. 

June, 
1916. 

Deposits... 

121,859 

15,339 

1,039 

122,081 
15,758 

i;«7 

826,876 
I7;849 

i:«5 

LoAns Qud  discounts............ .  . .. . x 

Casjh           

WTiile  there  has  been  a  notable  addition  to  the  gold  holdings  of  the 
banks,  there  has  been  an  even  greater  proportionate  expansion  of  de- 
posits and  of  loans.  The  investments  of  banks  in  stocks  and  bonds 
have  increased  during  the  period  from  June  30, 1914,  to  June  30, 1916, 
in  the  sum  of  $1,211,644,754.  The  purchase  by  American  investors 
of  desirable  foreign  loans  in  large  -amounts,  and  the  absorpti(m 
by  them  of  a  vast  volume  of  American  securities  previously  held 
abroad,  may  be  regarded  as  a  healthy  and  normal  operation,  in 
view  of  the  circumstances  that  have  existed  since  the  war  began,  but 
the  Board  has  deemed  it  necessary,  nevertheless,  to  emphasize  the 
importance  of  having  the  banks  of  the  country  keep  themselves  in 
a  liquid  condition.  Banks  may,  of  course,  perform  an  important 
function  as  temporary  holders  of  securities  during  the  process  of 
their  distribution  to  ultimate  investors,  but  in  times  when  there 
are  enormous  international  transactions  such  as  we  have  witnessed 
during  the  past  two  years,  the  velocity  and  volume  of  our  foreign 
trade,  as  far  as  it  is  based  upon  long-time  credit,  must  be  regulated 
by  the  power  of  absorption  of  the  American  investor.  Whenever  the 
absorbing  power  of  the  investment  market  shows  signs  of  exhaustion 
it  would,  in  the  opinion  of  the  Board,  be  better  that  the  volume  of 
our  exports  be  reduced,  or  that  trade  balances  in  our  favor  be 
settled  by  imports  of  gold,  than  that  our  banks,  especially  those  of 
moderate  size,  should  unduly  extend  their  investments  in  foreign 
securities  at  a  time  when  business  prudence  and  conservatism  sug- 
gest the  necessity  of  their  maintaining  themselves  in  a  particularly 
strong  position.  The  Board  is  not,  however,  unmindful  that  large 
accretions  of  gold  may  induce  a  rapid  and  dangerous  expansion  of 
our  credit  structure,  and  in  outlining  the  policy  of  the  Federal 
Reserve  Banks  and  in  considering  amendments  that,  in  its  opinion, 

*AU  reporting  banks  ezcloslTe  of  Federal  Reserre  Banks. 
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should  be  made  to  the  Federal  Reserve  Act,  the  Board  has  been  im- 
pressed with  its  duty  to  keep  in  close  touch  with  the  situation  and  to 
control  as  far  as  possible  conditions  resulting  from  either  an  exces- 
sive inflow  or  outgo  of  gold. 

As  illustrating  our  present  situation,  the  Board  would  point  out 
that  the  capital  and  surplus  of  National  and  all  other  banks  in  the 
United  States  on  June  30,  1916,  aggregated  approximately  $4,044,- 
000,000.      These  banks  held  on   June  30,   1916,  $6,057,000,000  of 
long-time  securities,  principally  bonds,  exclusive  of  their  holdings 
of  about  $760,000,000  of  United  States  Government  bonds,  most  of 
which  are,  or  can  be,  used  to  secure  circulation.    In  other  words,  the 
securities  held  by  banks  in  the  United  States,  exclusive  of  United 
States  bonds,  amount  in  the  aggregate  to  150  per  cent  of  their  com- 
bined capital  and  surplus.    When  compared  with  their  condition 
in  June,  1914,  before  the  outbreak  of  the  European  war,  the  aggre- 
gate capital  and  surplus  of  the  banks  have  increased  from  $3,846,- 
500,000  to  $4,044,000,000,  or  5.1  per  cent;  while  their  investments 
in  stocks  and  bonds  other  than  United  States  bonds,  including,  of 
course,  domestic  securities  and  obligations  of  neutral  as  well  as 
belligerent  nations,  have  increased  from  $4,761,500,000  to  $6,057,000,- 
000,  or  27.2  per  cent.    Stated  more  briefly,  American  banks'  invest- 
ments in  securities  other  than  United  States  bonds  amounted  in 
June,  1914,  to  124  per  cent  of  their  capital  and  surplus,  and  amount 
at  the  present  time  to  150  per  cent.^ 

Notwithstanding  these  heavy  investments,  money  rates  remained 
easy  during  almost  the  entire  year,  and  there  did  not  develop 
even  the  seasonal  demand  which  on  some  occasions  requires  action 
and  which,  during  the  year  1915,  led  the  Board  to  establish  what  is 
known  as  the  commodity  rate,  designed  particularly  to  aid  growers 
of  farm  products  during  the  crop-moving  season.  To  a  great  de- 
gree the  ease  of  money  and  smoothness  of  operation  of  our  financial 
machinery  have  been  due  to  the  facilities  afforded  and  to  the  confi- 
dence inspired  by  the  Federal  Eeserve  System,  as  well  as  to  the  largely 
increased  stock  of  reserve  money  resulting  from  the  importations  of 
gold.  During  the  year  there  was  a  comparatively  light  demand  on 
the  part  of  member  banks  for  rediscount  accommodations,  the  maxi- 

^  The  figures  of  the  text  may  be  summarized  as  follows : 


June,  1016.         June,  1014.      Increase. 


^ttpital  and  surplus  of  all  banks 

umtod  States  (Sovemment  bonds,  practically  all  «1th  drcu- 

Istlonprlvitate 

gtberaeooiitles  (domestic  and  foreign)  owned 

woof  ncurities  (other  than  United  States  bonds)  owned  to 

Ptid-in  capital  and  surplus  (per  cent) 

*  Decrease. 


94,044,000,000 

700,000,000 
0,067,000,000 

150 


S3, 840, 600, 000 

833,000,000 
4,761,500,000 

124 


Percent. 
5.1 


•7.7 
27.2 
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mum  amount  of  rediscounted  paper  held  by  the  Federal  Reserve 
Banks  being  $38^5,000  on  December  8;  and  the  activities  of  the 
Federal  Reserve  Banks  have  been  chiefly  imder  the  open-market 
provision  of  the  law  in  the  purchase  of  acceptances,  of  Government 
bonds,  and  of  municipal  warrants.  Transactions  of  these  kinds  were 
engaged  in  to  such  an  extent  that  the  total  invested  resources  of  all 
Federal  Reserve  Banks  on  December  80,  1916,  amounted  to 
$221,895,000,  as  against  $83,398,000  on  December  30,  1916. 

The  Board  notes  with  great  satisfaction  the  progress  made  dur< 
ing  the  past  year  in  developing  a  market  for  American  bankers' 
acceptances,  which  now  enjoy  the  standing  to  which  they  are  en- 
titled in  most  of  the  world's  financial  centers.  American  bank- 
ing facilities  are  now  being  used  in  Europe,  South  and  Central 
America,  and  in  Asia.  The  number  of  banks,  trust  companies,  and 
private  bankers  engaging  in  this  business  has  increased  materially, 
and  jthe  advantages  of  American  bankers'  acceptances,  payable  in 
dollars,  are  now  better  understood  both  at  home  and  abroad.  A  very 
satisfactory  beginning  has  thus  been  made,  but  it  should  be  borne 
in  mind  that  it  is  only  a  beginning,  though  a  promising  one,  and 
that  the  scope  of  this  new  function  of  American  banking  must  be 
greatly  extended  before  it  will  be  commensurate  with  the  country's 
financial  resources. 

During  its  last  session  Congress  enacted  into  law  two  amendments 
suggested  by  the  Board  which  are  destined  to  assist  in  the  growth 
and  development  of  the  acceptance  business.  One  of  these  permits 
national  banks  to  accept  to  the  extent  of  50  per  cent  of  their  capital 
and  surplus  in,  certain  domestic  transactions,  and  the  other  allows 
national  banks  to  accept  bankers'  drafts  originating  in  countries 
where  the  90-day  bill  is  the  customary  means  of  remittance  for  for- 
eign purchases.  The  member  banks  have  already  availed  themselves 
quite  freely  of  these  new  powers  granted  by  Congress.  The  domestic 
acceptance  doubtless  will  become  an  important  factor  in  equalizing 
rates  and  should  prove  of  especial  value  during  crop-moving  periods, 
when  the  lowest  rates  for  bankers'  acceptances  prevailing  in  any 
of  the  districts  will  become  available  for  acceptances  drawn  against 
commodities  in  those  districts  where,  owing  to  seasonal  demands, 
rates  naturally  would  have  a  tendency  to  be  higher.  It  has  been 
the  desire  of  the  Board,  as  shown  by  its  regulations  and  by  its 
approval  of  low  rates,  to  assist  in  the  development  of  these  various 
branches  of  the  acceptance  business  as  far  as  possible.  The  Board 
has,  however,  consistently  pursued  a  policy  of  protecting  the  ac- 
ceptance market  and  the  Federal  Reserve  Banks  from  the  possibiUfy 
of  an  overgrowth  of  acceptances  which,  while  technically  within 
the  law,  might,  owing  to  their  intrinsic  character  and  to  agreements 
providing  for  a  renewal  of  the  credits  over  a  considerable  period, 
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tend  to  obscure  evidence  of  the  commercial  basis  of  the  imderlying 

transaction.    The  Board  realizes,  however,  that  if  the  banking  buri- 

ness — and  particularly  international  banking  business — is  to  develop 

freely  it  should  not  be  unduly  hampered  by  inflexible  rules,  and  that 

there  must  be  some  latitude  and  discretion  left  to  the  banks  in  their 

dealings.     But  the  Board  nevertheless  deems  it  its  duty  to  take  care 

that  acceptance  transactions  not  f oimded  upon  a  normal  commercial 

basis  should  be  kept  within  limits,  in  order  that  ordinary  commercial 

business  may  not  be  affected  by  any  increase  in  rates  which  might 

result  from  an  overextension  of  the  credit  facilities  of  the  kind  just 

described.    During  the  past  two  years  American  banks  and  bankers 

have  become  accustomed  to  acting  as  acceptors,  and  the  Board  hopes 

that  the  coming  year  will  witness  marked  progress  in  acquainting 

country  banks  particularly  with  the  merits  of  commercial  acceptances 

as  banking  investments. 

The  Federal  Reserve  Act  is  based  essentially  upon  the  principle 
that  liquid  paper  rather  than  loans  secured  by  stock-exchange  col- 
lateral, or  "merely  investments,"  should  be  the  principal  asset  of 
the  member  banks  when  considered  collectively ;  that  the  acceptance 
market  rather  than  the  call  loan  market,  and  rediscounts  with 
Federal  Reserve  Banks  rather  than  loans  placed  through  banks  in 
reserve  and  central  reserve  cities,  should  be  made  the  means  through 
which  the  average  bank  can  supply  its  current  requirements.  In  the 
development  of  a  free  and  healthy  acceptance  market,  it  is  desirable 
that  acceptors  should  abandon  the  practice  of  discounting,  as  a 
matter  of  regular  routine,  their  own  acceptances,  and  the  Board 
hopes  that  during  the  present  year  progress  will  be  made  along  these 
lines. 

Since  the  last  annual  report  was  submitted  Congress  has,  upon 
the  Board's  recommendation,  empowered  Federal  Reserve  Banks  to 
discount  for  member  banks  their  fifteen-day  notes  secured  by  paper 
eligible  for  rediscount  or  purchase  under  sections  13  or  14  of  the 
Federal  Reserve  Act.  This  new  privilege  already  has  proved  most 
serviceable,  particularly  in  larger  financial  centers.  The  Board  feels 
that  the  member  bank's  fifteen-day  collateral  note  should  prove  an 
important  factor  in  the  further  development  of  the  rediscounting 
function  of  the  Federal  Reserve  Banks,  as  it  affords  them  the  means 
of  supplying  more  economically  the  requirements  of  member  banks 
for  short-time  accommodation. 

DEVELOPMENT   OF   DISCOUNT   RATES. 

Except  for  a  stiffening  toward  the  close  of  the  year,  resulting 
in  an  increase  of  rates  in  some  districts  by  one-half  of  1  per  cent, 
the  discount  rates  prevailing  at  Federal  Reserve  Banks  have  been 
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nearly  stationary.  Of  the  changes  made  the  only  one  worthy  of 
note  was  that  in  the  rate  for  acceptances,  which  was  slightly  advanced 
by  the  Federal  Reserve  Bank  of  New  York  in  consequence  of  a 
firmer  tendency  in  the  money  market.  A  differential  rate  for  ac- 
ceptances in  favor  of  those  made  by  member  banks  of  the  Federal 
Reserve  System,  has  been  adopted  by  some  of  the  Federal  Reserve 
Banks. 

There  has  been  no  occasion  to  establish  new  or  special  rates  de- 
signed for  the  accommodation  of  particular  industries  or  districts. 
The  plan  of  applying  a  low  "commodity  rate,"  established  by  the 
Board  in  September,  1915,  for  the  benefit  of  producers  and  shippers 
of  agricultural  products,  has  continued  operative,  although  the  rate 
itself  was  raised  to  &J  and  4  per  cent  at  some  of  the  banks.  The  need 
for  it  has  been  less  than  it  was  a  year  ago.  High  prices  for  all  agri- 
cultural products  and  the  general  and  sustained  demand  for  them,  not 
only  at  home  but  throughout  the  world,  have  brought  to  the  farmers 
of  the  country  an  unprecedented  degree  of  prosperity.  This  has, 
to  a  great  extent,  relieved  them  of  dependence  upon  banks  for 
current  accommodation.  Not  only  the  farmers,  but  those  engaged 
in  all  lines  of  business  and  industry,  were  during  the  year  just  closed 
unusually  strong  and  independent  from  a  financial  standpoint ;  and, 
partly  because  of  this  fact  and  partly  by  reason  of  the  prevailing 
ease  in  the  money  market,  the  influence  of  the  Federal  Reserve 
Banks  upon  rates  was  indirect  and  potential  rather  than  dominant. 

A  comparison  of  discount  rates  prevailing  at  Federal  Reserve 
Banks  shows  that  the  principal  difference  between  conditions  during 
the  past  year  and  those  of  1915  lies  in  the  somewhat  greater  diversifi- 
cation of  rates.  Perhaps  there  is  no  better  commentary  upon  some 
of  the  factors  that  have  led  to  the  transfer  of  discount  business  to 
the  United  States,  than  a  comparison  of  rates  prevailing  in  the  prin- 
cipal foreign  markets  with  those  in  New  York.  A  notable  difference 
is  shown  by  the  following  figures  contrasting  the  range  of  official 
bank  and  private  discount  rates  in  the  principal  financial  markets: 


London .... 

Pans 

Berlin 

Rome 

Petrograd.. 
Amsterdam 


Official 
bank 
rates. 


Private 

discomit 

rates  for 

a-months' 

bank 

bills. 


Percent. 

6-6 

5 

5 

5 

e 

41 


Stockholm.. 
Christiania.. 
Copenha^n. 

Madrid 

New  York. . 


Official 
bank 
rates. 


Private 
diaoooDt 
rates  tor 
S^dontbs' 
bank 


PereeM, 
6 


Percefit. 


%^ 


>  No  quotations  available. 
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FEDERAL  RESERVE  NOTE  ISSLTES. 

The  Federal  Reserve  Agents'  holdings  of  gold  and  lawful  money 
from  January  1,  1915,  to  December  30,  1916,  increased  by  $270,- 
270,000,  while  our  net  imports  of  gold  for  that  period  were  $950,- 
480,000. 

The  Federal  Reserve  Act  does  not  provide  for  the  direct  issue  of 
notes   by  Federal  Reserve  Agents  against  gold  deposited  by  tho 
Reserve  Banks,  but  Federal  Reserve  Banks,  with  the  sanction  of 
the  Board,  have  reduced  to  a  large  extent  their  liability  upon  out- 
standing notes  by  depositing  gold,  dollar  for  dollar,  with  the  Agent3, 
in  the  manner  specifically  provided  in  section  16  of  the  Act,  and 
withdrawing  the  paper  originally  pledged  •for  their  issue.     There 
had  been  issued  and  were  outstanding  on  December  30,  1916,  $300,- 
110,000   of  Federal   Reserve  notes,  originally  issued  against  the 
deposit  of  eligible  commercial  paper,  but  of  this  total  only  $17,- 
688,000  were  secured  on  that  date  by  eligible  paper  pledged  with 
the  Agents,  the  banks'  liability  upon  the  remainder  having  been 
reduced  by  the  deposit  of  gold  as  above  described.    The  result  of 
this  reduction  of  liability  upon  the  notes  is  to  leave  the  banks  in  the 
same  position  as  if  the  pledged  paper  had  matured  and  the  gold  pro- 
ceeds of  the  same  were  held  by  the  Agents.    This  method  has  proved 
a  valuable  means  of  conserving  gold.    Practically  the  same  result 
would  have  been  obtained  if  the  agents  had  been  authorized  to  issue 
notes  originally  against  the  deposit  of  gold,  dollar  for  dollar,  and 
the  Board  has  suggested  an  amendment,  elsewhere  discussed  in  this 
report,  to  authorize  such  issue. 

CONVERSION    OF    BONDS    AND    RETIREMENT    OP    NATIONAL-BANK    NOTES. 

Under  section  16  of  the  Federal  Reserve  Act,  Federal  Reserve 
Banks  may  be  required  to  purchase  annually  a  maximum  of  $25,000,- 
000  of  United  States  bonds  from  national  banks  desiring  to  retire 
their  note  issues,  such  sum  to  include  United  States  bonds  bought 
in  the  open  market  by  Federal  Reserve  Banks  under  section  4  of 
the  Act,  and  the  Secretary  of  the  Treasury  by  ruling  has  provided 
for  the  conversion  during  the  current  year  of  not  exceeding  $30,000,- 
000  of  such  bonds  into  30-year  3  per  cent  United  States  bonds  and 
one-year  8  per  cent  United  States  Treasury  notes. 

United  States  bonds  actually  purchased  by  Federal  Reserve  Banks 
during  the  year  1916  exceeded  $25,000,000,  the  amount  which  Federal 
Reserve  Banks  may  be  required  to  purchase  during  any  one  year, 
and  at  no  quarterly  period  was  it  necessary  for  the  Federal  Reserve 
Board  to  direct  the  purchase  of  bonds  under  section  18  of  the  Federal 
Reserve  Act 
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The  full  amount  of  $30,000,000  in  conversion  bonds  and  one-year 
notes  was  taken  by  the  twelve  Federal  Reserve  Banks,  an  allotment 
based  upon  capital  being  made  to  each.  Three  banks,  those  at  Bos- 
ton, Philadelphia,  and  San  Francisco,  did  not  avail  tiiemselves  of 
the  full  conversion  privilege.  The  differ^ice  of  $1,918,900  between 
the  f uir  quota  of  these  banks  and  the  amounts  applied  for  by  diem 
was  distributed  among  seven  other  banks  which  had  applied  to 
convert  more  than  their  allotment.  Gonver^on  bonds  amounting  to 
$15,761,000,  and  one-year  notes  amounting  to  $14,289,000,  were  issued 
for  the  year  1916.  On  January  1,  1917,  Federal  Reserve  Banks  con- 
verted $18,597,200— $9,301,000  in  notes  and  $9,806,600  in  bonds-^the 
Board  having  previously  announced  that  it  would  approve  the  appli- 
cations of  Federal  Reserve  Banks  for  the  conversion  of  all  or  any 
portion  of  their  full  annual  allotment  on  January  1,  1917,  or  the 
beginning  of  any  other  quarterly  period* 

The  original  purpose  of  the  bond  conversion  provision'  of  the 
Federal  Reserve  Act  was  to  maintain  the  market  for  United  States 
bonds  deposited  to  secure  circulation  and  to  insure  a  gradual  but 
steady  retirement  of  national-bank  notes,  any  resulting  deficiency  in 
the  volume  of  circulation  to  be  filled,  so  far  as  necessary,  by  Federal 
Reserve  currency.  During  the  past  year  national  banks  have  witii- 
drawn  from  deposit  with  the  Treasurer  of  the  United  States  bonds 
deposited  to  secure  circulation  of  the  par  value  of  $64,288,360,  and 
deposited  bonds  for  new  circulation  amounting  to  $11,211,460 — ^a  net 
decrease  in  the  amount  of  bonds  held  to  secure  circulation  of 
$58,021,900.  Incident  to  these  withdrawals  of  bonds  national-bank 
circulation  showed  a  reduction  of  $44,511,968  during  the  year  1916. 

Federal  Reserve  Banks  sold  in  1916  United  States  80-year  3  per 
cent  conversion  bonds  and  1-year  8  per  cent  notes  as  follows:  ^ 

Thirty-year  bonds $13, 882,000 

One-year  notes 8, 872, 000 


Total 17, 254, 000 

Section  16  of  the  Federal  Reserve  Act  permits  Federal  Reserve 
Banks  to  issue  bond-secured  currency  known  as  Federal  Reserve  bank 
notes,  secured  by  United  States  bonds,  as  is  the  case  with  national- 
bank  note&  Under  this  provision  of  the  law  the  total  amount  of  Fed- 
eral Reserve  bank  notes  issued  up  to  December  31, 1916,  was  $12,054,- 
980.  There  were  held  at  the  close  of  1916  by  the  Federal  Reserve  Bank 
of  Kansas  City  $6,000,000  and  by  the  Federal  Reserve  Bank  of  Dallas 
$2,000,000.  The  remaining  amount  is  in  circulaticm  or  in  the  Treas- 
ury of  the  United  States.  Federal  Reserve  Banks  have  extinguished 
their  liability  on  account  of  $4^)00,000  of  these  notes  through  the 
deposit  of  lawful  money  and  on  account  of  $54,980  through  the 
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return  to  the  comptroller  of  an  equal  amount  of  Federal  Beserve 
bank  notes  for  destruction.  There  is  therefore  no  addition  to  the 
circulation  of  the  country  through  the  issue  of  Federal  Reserve  bank 
notes. 

CLEARANCE  AND  COLLECTION. 

As  explained  in  the  report  of  last  year,  the  Board  found  that  the 
introduction  of  a  general  and  effective  clearance  and  collection  sys- 
tem was  a  highly  technical  matter,  involving  legal  questions  and 
many  comiplexities  of  practice.    It  was  calculated  to  arouse  the  oppo- 
sition of  many  banks,  due  to  the  loss  of  revenue  from  the  exchange 
on  checks  which  they  had  been  accustomed  to  charge.    The  Board 
thought  best  at  first,  therefore,  to  leave  the  actual  initiative  in  the 
matter  largely  to  the  Federal  Eeserve  Banks  and  at  their  instance 
to  authorize  a  voluntary  system  of  clearance  and  collection  in  which 
member  banks  might  or  might  not  participate  as  they  chose.    Such 
a  system,  as  explained  in  the  Board's  annual  report  for  1915,  was  in 
fact  put  into  effect  by  each  of  the  Federal  Reserve  Banks,  and  for  a 
time  it  was  hoped  that  it  would  prove  effective.    Experience,  how- 
ever, soon  showed  that  the  plan  was  not  sufficiently  comprehensive, 
and  that  many  factors  were  militating  against  its  success.     The 
number  of  members  did  not  increase  materially,  and  in  some  districts 
declined.   .There  were  conditions  which  indicated  that  the  existence 
of  the  system  in  the  form  then  adopted  was  a  hardship  to  certain 
classes  of  banks,  while  the  plan  did  not  attain,  and  seemed  un- 
likely ever  to  reach,  such  a  plane  of  efficiency  as  to  make  it  a  sub- 
stantial factor  in  the  clearance  and  collection  system  of  the  country. 
For  these  reasons  the  Board  decided  in  April,  1916,  to  establish  a 
uniform  and  more  comprehensive  system,  and  it  formulated  a  plan 
of  clearance  and  collection  which  it  directed  the  Federal  Reserve 
Banks  to  put  into  effect.    It  was  originally  intended  to  begin  op- 
erations under  the  new  plan  on  June  15,  but  subsequent  events  made 
it  desirable  to  postpone  its  establishment  for  a  month,  so  that  it 
actuaUy  became  operative   on   July   15.     Under   the   new   system 
member  banks  are  free  to  continue  to  carry  accounts  with  their 
present  correspondents  and  with  other  banks  to  which  they  may 
send  items  for  collection  and  from  which  they  may  receive  for 
similar   purposes   checks   drawn   upon  themselves  or   upon   other 
banks.    They  are,  however,  required  to  pay  without  deduction  checks 
drawn  upon  themselves  and  presented  at  their  own  counters.     Re- 
mittance of  such  checks  by  the  Federal  Reserve  Bank  of  their  dis- 
trict through  the  mail  is  construed  as  presentation  at  their  own 
counters  and  banks  must  settle  with  the  Federal  Reserve  Bank  for 


Digitized  by  VjOOQ IC 


10      ANNVAL   BEPOBT  OF  THE  FEDEBAL  BESEBVE  BOABD. 

such  checks  by  acceptable  checks  upon  other  banks.  Eemittanoo 
of  lawful  money  or  Federal  Reserve  notes  can  be  made  at  the 
expense  of  the  Federal  Reserve  Bank  in  case  they  are  unable  to 
send  in  offsetting  checks  on  other  banks.  Checks  drawn  upon  a 
member  bank  which  have  been  received  by  the  Federal  Reserve 
Bank  are  not  charged  against  its  reserve  accoimt  until  sufficient 
time  has  elapsed  for  the  checks  to  have  reached  the  member  bank 
and  for  returns  in  due  course  to  have  reached  the  Federal  Reserve 
Banks. 

The  clearing  plan  provided  also  that  a  small  service  charge  (not 
exceeding  2  cents  per  item)  be  made  at  stated  intervals  against  such 
banks  as  send  to  the  Federal  Reserve  Bank  checks  on  other  banks  for 
collection  and  credit.  It  follows  that  no  portion  of  this  charge  can 
be  assessed  against  any  bank  unless  it  shall  have  availed  itself  of 
the  facilities  offered.  Besides  checks  drawn  on  member  banks,  Federal 
Reserve  Banks  receive  checks  on  such  State  banks  as  can  be  collected 
at  par,  and  member  banks  desiring  to  collect  checks  drawn  on  non- 
member  banks  in  their  vicinity  are  given  the  preference.  During 
crop-moving  periods  this  will  give  a  distinct  advantage  to  member 
banks  in  agricultural  sections. 

Member  banks  have  not  been  deprived  of  any  income  which  they 
have  been  receiving  from  the  collection  of  drafts  (other  than  bank 
checks)  or  from  the  purchase  or  discount  of  commercial  bills  of 
exchange. 

It  was  estimated  by  the  Board  that  as  soon  as  the  new  clearing 
system  could  be  put  into  operation  checks  upon  about  15,000  na- 
tional banks.  State  banks,  and  trust  companies  throughout  the 
United  States  would  be  collected  by  the  Federal  Reserve  Banks  at 
par,  subject  to  the  small  service  charge  above  referred  to.  As  any 
bank  will  be  likely  to  lose  desirable  business  when  checks  drawn*' 
upon  it  are  at  a  discount,  while  checks  drawn  upon  a  nearby  com- 
petitor circulate  at  par,  it  is  believed  that  in  the  near  future  checks 
upon  practically  all. banks  in  the  United  States  can  be  collected  at 
par  by  Federal  Reserve  Banks.  Many  banks  have  found  it  neces- 
sary hitherto  to  maintain  balances  with  a  number  of  correspondents 
for  exchange  purposes,  thus  compelling  them  to  keep  an  undue  pro- 
portion of  their  funds  away  from  home.  Under  the  new  plan  the 
number  of  banks  upon  which  par  collections  are  being  made  was, 
on  December  15,  over  15,000.  In  other  respects,  also,  the  plan  is 
working  as  anticipated.  The  total  daily  clearances  at  all  Federal 
Reserve  Banks  now  aggregate  over  $125,000,000. 

In  Federal  Reserve  District  No.  1,  which  embraces  the  New  Eng- 
land States,  the  Federal  Reserve  Bank  of  Boston  is  now,  and  for 
some  time  past  has  been,  collecting  checks  upon  all  the  banks  in  the 
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district  (member  and  nonmember)  without  any  charge  to  the  mem- 
ber banks  depositing  them,  except  a  service  charge  of  0.9  cent  per 
it«m.  The  cost  and  service  charge  per  item,  also  the  cost  per  $1,000 
of  collecting  checks  in  each  of  the  Federal  reserve  districts,  are  shown 
in  the  subjoined  table :  ^ 

Clearings,  July  15  to  Dec.  SI,  1916, 


Federal  Reserve  Bank. 


Boston 

New  York 

Philadelphia.. 

Cleveland. 

Ridunond...., 

Atlanta 

Chicago 

Bt.  Louis.. 

IfinneapoUs..., 
Kansas  City... 

Dallas 

San  Fiandsco. 


Total. 


Total  num- 
ber of  items 
handled. 


847,745 
908,674 
506,676 
996.122 
020,066 
602,095 
586,871 
234,060 
529,407 
562,860 
495,626 
594,475 


Total  amounts 
bandied. 


Disburse- 
ments, 
transit  de- 
partment. 


SI.  002, 784, 224 

3,025,978,000 

1,887,524,767 

957,386,775 

891,077,800 

494,368,004 

1,509,624,220 

1,006,756,505 

329,826,404 

845,154,257 

378,491,987 

167,287,612 


28,884,676  i  12,538,260,555 


$40,674 
35,153 
34.241 
23,894 
21.311 
17,576 
26,921 
11.890 
17,068 
15,241 
19.497 
28,525 


291,491 


Cost  per 

item 
handled. 


Cenu, 
0.84 

.72 

.98 
1.17 
1.05 
1.10 
1.03 

.53 
1.12 

.96 
1.31 
4.80 


1.01 


Cost  per 
thousand 
dollars. 


Cenu. 
4.06 
1.16 
L86 
2.44 
2.43 
3.57 
1.68 
1.17 
6L17 
1.80 
5.15 

17.00 


2.32 


Service 

charge 

per  item. 


Cent9. 
0.9 
1.0 
1.5 
1.6 
1.25 
1.5 
L6 
1.6 
1.6 
1.6 
1.6 
2.0 


1  Does  not  include  Qovemment  checks. 

After  November  17,  1917,  or  sooner,  should  the  proposed  amend- 
ment be  adopted,  no  bank  balance  will  be  available  as  reserve  for 
national  banks  except  balances  in  Federal  Beserve  Banks,  and, 
therefore,  after  that  time  any  necessity  to  maintain  nonreserve  bal- 
ances with  correspondents,  either  for  exchange  purposes  or  in  order 
to  obtain  collection  facilities,  would  be  deemed  in  many  cases  a  great 
hardship.  It  is  believed  that  in  numerous  instances  banks  will 
find  it  expedient  to  concentrate  their  balances  and  to  close  many 
accoimts  ^ich  they  now  carry  with  other  banks,  and  that  a  system 
which  will  enable  them  to  send  all  of  their  checks  on  other  banks 
to  the  Federal  Reserve  Banks  for  exchange  purposes,  or  as  an  offset 
against  checks  on  themselves  forwarded  by  the  Federal  Eeserve 
Banks,  will  soon  come  to  be  appreciated  not  only  as  a  convenience 
but  as  a  necessity. 

1  The  above  table  was  compiled  from  data  in  the  Federal  Reserve  agents*  annual  reports 
sad  special  reports  of  the  transit  departments.  Inasmuch  as  the  methods  of  segregating 
the  expenses  of  the  transit  departments  are  far  from  uniform  for  the  several  banks,  the 
costs  shown  are  by  no  means  exact,  but  only  approximately  correct. 
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The  following  table  shows  briefly  the  clearing  operations  of  the 
Federal  Eeserve  System  fcH*  the  30  days  ending  December  15,  1916i, 
with  comparative  figures  for  each  of  ihe  four  preceding  montiis : 

Operations  of  the  Federal  Reserve  interdistriet  eltaring  system,  Nov,  16  to 

Dec,  15,  1916, 


Boitfiii 

New  York... 
Philadelphia. 
Cleveland.... 
Rieiimond. . . 

Atlanta 

Chicago 

St.  Louis 

MiBDeapolis... 
Kansas  City.. 
Dafias.. 


Saa  Franoisoo 

Total,  Nov.  16  to  Dec  15. 

Total,  Oct.  16  to  Nov.  15 

Total,  Sept.  16  to  Oct.  15 

Total,  Aug.  16  to  Sept.  15 

Total,  July  16  to  Aug.  16 


Average 
number 
of  items 
handled 
dally. 


38,479 
41,661 
to,  061 
16,878 
17,064 
18,861 
>  26,463 

16,618 
18,788 
12,784 
5,619 


286,088 
337,480 
904,8M 

177, 3»7 
133,113 


Average 
■mount  of 

daily 
clearing. 


$18,163,317 
"^28, 307, 436 

16,546,774 
8,330,365 
8,063,600, 
4, 689, 214^ 

18,230,368 
8,402,904 
8,838,299 
7,791,396^ 
6,521,286 
1,761,162 


125.608,782 
115,061,334 
97,606,167 
76,559,704 
59,301,696 


Member 
banks 
Intbo 

district. 


403 
625 
633 
764 
620 
300 
998 
409 
769 
941 
621 
621 


7,627 
7,628 
7,«« 
7,618 
7,634 


NoDOneni" 
barbyda 
in  distiieC 
fromwhicb 


ooi]ect«d 
at  par. 


1.098 


8.00i 
8,0» 
7,490 
7.449 
7,0tt 


I  Does  not  include  Government  checks,  averaging  2,062. 

With  the  view  of  making  the  clearing  and  collection  system  more 
efiEective  and  of  enabling  checks  drawn  upon  nonmanber  banks  and 
trust  companies  to  be  handled  by  Federal  Reserve  Banks  in  the  same 
manner  as  checks  drawn  upon  members,  the  Board  has  asked  Con- 
gress to  amend  section  13  of  the  Act  so  as  to  allow  Federal  Beserve 
Banks  to  receive  accounts  for  collection  an<l  exchange  purposes  from 
such  nonmember  banks  and  trust  companies  as  will  agree  to  remit 
to  Federal  Reserve  Banks  at  par  for  checks  drawn  upon  themselves 
and  which  will  in  addition  maintain  a  compensating  balance  with 
the  Federal  Reserve  Bank  in  an  amount  to  be  determined  by  the 
reserve  bank.  This  will  greatly  extend  and  improve  the  service  mud 
will  make  the  clearing  system  complete  and  comprehensive. 

EABNINGS  AND  EXPENSES* 

The  past  year  has  shown  a  decided  improvement  in  the  earnings 
of  the  Federal  Reserve  Banks.  They  have  been  able  to  provide  for 
their  expenses  and  to  carry  a  substantial  amount  to  dividend  account 
For  the  year  1916,  as  will  be  seen  in  greater  detail  from  figures  fur- 
nished in  the  exhibits  to  this  report,  the  current  expenses  of  the  sys- 
tem were  $2,204,314,  while  the  total  net  earnings  for  the  entire  year 
were  $2,750,999.    The  following  table  shows  gross  and  net  earnings 
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for  the  calendar  year  1916,  and  dividends  declared  by  Federal  Re- 
serve Banks  from  tbe  date  of  their  organization  to  the  end  of  1916: 


Cross 
camiags. 

Net 
eamiitgs. 

Date  of 

authorization 

byPedaral 

Baserve  Board. 

Amount  of 
dividand. 

Period  for  vrhlch  authorized. 

SS^wki: 

PhllBdDlpbte..... 

K^iCbflBfODQ.  •  ■  a  •  •  . 

Atlanta. 

$450,214.00 
«90,640.00 
417,939.00 
499,156.00 

«ll,7a8.00 

261,945.00 

646,983.00 

286.156.00 
238,109.00 
964,967.00 

306,875.00 
290,590.00* 

1296,035.90 
414.064.00 
240,941.00 
298,808.00 

186,571.00 

129,308.00 

4fi8,2QD.Q0 

141,017.00 
134,(303.00 
224,960.90 

166,046.00 
111,511.00 

Dae  21,1916 

Dec.  16,1916 

Dec  23,1916 

Nov.  27, 1916 

l^Dw.      ,1915 

1  Apr.      ,1916 

1  Dae      ,1916 

pjmxb     ,1916 

1  Dec.      ,1916 

/iJune     ,1916 

1  Dec.      ,2916 

Dec.      ,1916 

Dec.  16,1916 

July      ,1916 

pjan.       ,1916 

Sept.     ,1916 

D«oc.  7,1916 

/iSept.  30,1916 

Dec.  20,1916 

t9l«,98l 

127, 113 

128,458 

143,237 

s  151^940 

•30,388 

167,634 

129,198 

70,941 

75  874 

284,775 

31,100 

67,720 

66,707 

65,578 

78,81^ 

58,062 

12,341 

31,395 

Not.  ,  1JH4,  to  Dec  31, 1915. 
Nov.,  1914,  to  Mar.  31, 1915. 
Nov^9I4,  to  June  30, 1915. 

}Not.,  1934,  to  Dae.  31, 1915. 

JaiL,lM6,toOct.31,1916. 
Nov.,  1914,  to  Dec.  31, 1915. 

Chicago. 

8t.  Louis 

Jan.,  1916,  to  June  30, 1916. 
Nov.,  m4,  to  Mar.  31, 1916. 

N 

MiniMepolis 

KaasasGity^.... 

Dallas 

Ban  Francisco. . . 

N 
N 

N 

JJ 

N- 
J« 

Total 

4,955,X4a.O0  j  2,790,999.00 

^  Date  when  dividend  was  declared. 

<  Five  per  eott  dividend  for  period  Noveasber,  1914,  to  Dec.  31, 1915. 
*  One  per  cent  dividmd  Tor  period  November.  1914«  to  Dec.  31^  1915. 

-« A  divideod  of  967^921  ooverteg  period  of  JuW  1  to  Dec.  1, 1915,  was  authorised  on  Jan.  9, 1917,  ptej" 
able  Jan.  25,1917. 

The  figures  for  the  whole  sjstem  to  December  31,  1916,  show  an 
average  net  earning  since  organization  of  3  per  cent  on  the  actual 
paid-up  capital,  while  for  the  year  1916  they  show  an  average 
net  earning 'of  5  per  cent.  The  improvement  in  earnings  thus 
shown  is  especially  gratifying  when  it  is  remembered  that  dis- 
count rates  have  continued  low,  being  practically  no  higher  than 
they  were  in  1915 ;  while  both  years  have  been  exceptionally  unfavor- 
able for  rediscount  institutions,  owing  to  the  great  plethora  of  funds 
in  the  vaults  of  member  banks  generally,  the  consequent  low  rates 
of  interest,  and  to  the  lack  of  need  for  member  banks  to  obtain 
accommodation. 

The  average  "  rediscounts'"  of  all  nati<Hial  banks,  as  shown  by  five 
abstracts  issued  by  tlie  Comptroller  of  the  Currency  in  1916,  were 
$39,5^1,000.  Of  this  amount  $22,200,000,  or  56  per  cent,  were  i>edis- 
counts  with  the  Federal  Reserve  Banks. 

The  Federal  Reserve  Banks  have  not  been  operated  with  profit  as  a 
primary  object,  but  they  have  all  earned  their  expenses,  as  well  as 
a  substantial  part  of  their  dividend  requirements.  They  have  won 
the  confidence  of  the  public,  and  the  fact  of  their  existence  has 
enaMed  the^country  to  withstand,  without  the  slightest  financial 
^fisturbance  and  without  any  marked  fluctuations  in  rates  for  com- 
mercial paper,  many  diocks  and  sensaticms,  which  probably  would, 
under  old  conditions,  have  led  to  serious  consequences.  The  Federal 
Keaerve  System  is  no  longer  looked  upon  as  an  experiment.     It  is 
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established  upon  a  firm  and  enduring  foundation,  and  it  has  demon- 
strated repeatedly  that  it  is  not  being  conducted  for  the  benefit  of  any 
section,  group,  or  interest,  but  that  the  policies  governing  its  oper- 
ation are,  and  will  continue  to  be,  broad  enough  to  serve,  without  dis- 
crimination or  favor,  the  banks  and  those  who  deal  with  banks 
throughout  the  entire  country.  While  regulatory  and  conservative, 
it  is  none  the  less  a  constructive  force,  and  as  conditions  throughout 
the  world  become  more  normal  the  Federal  Reserve  System  will  be 
recognized  not  only  as  a  dominant  factor  in  our  own  financial  affairs 
but  as  a  most  important  influence  in  the  commerce  of  the  world. 

BRANCHES   AND   AGENCIES   OF   FEDERAL   RESERVE   BANKS. 

Of  the  constructive  sections  of  the  Federal  Reserve  Act,  section  3, 
which  provides  for  the  establishment  of  branch  banks,  is  the  short- 
est.   It  is  as  follows: 

Each  Federal  Reserve  Bank  shall  establish  branch  banks  within 
the  Federal  Reserve  district  in  which  it  is  located  and  may  do  so  in 
the  district  of  any  Federal  Reserve  Bank  which  may  have  been  sus- 
pended. Such  branches  shall  be  operated  by  a  board  of  directors 
under  rules  and  regulations  approved  by  the  Federal  Reserve  Board. 
Directors  of  branch  banks  shall  possess  the  same  qualifications  as  di- 
rectors of  Federal  Reserve  Banks.  Four  of  said  directors  shall  be 
selected  by  the  reserve  bank  and  three  by  the  Federal  Reserve  Board, 
and  thev  shall  hold  ofiice  during  the  pleasure,  respectively,  of  the 
parent  bank  and  the  Federal  Reserve  Board.  The  reserve  bank 
shall  designate  one  of  the  directors  as  manager. 

In  its  annual  report  for  1915  the  Board  stated  that  only  in  one 
instance  had  it  received  a  definite  request  from  a  Federal  Reserve 
Bank  to  establish  a  branch.  This  referred  to  the  application  of  the 
Federal  Reserve  Bank  of  Atlanta  to  establish  a  branch  in  New  Or- 
leans. Up  to  this  time  no  other  Federal  Reserve  Bank  has  asked 
the  sanction  of  the  Board  for  the  establishment  of  a  branch.-  The 
expense  incident  to  the  operation  of  a  branch  is  no  doubt  a  deterrent, 
and,  while  the  terms  of  section  3  appear  to  be  'mandatory  as  to  the 
establishment  of  branch  blanks,  it  will  be  observed  that  no  time  is 
specified  within  which  they  must  be  established.  While  it  has  be^i 
intimated  to  the  Board  that  there  are  a  few  cities  in  some  of  the  dis- 
tricts that  would  like  to  secure  a  branch  of  the  Federal  Reserve  Bank, 
the  only  formal  application  that  has  been  presented  to  the  Board  has 
come  from  the  bankers  of  the  city  of  Louisville  for  a  branch  of 
the  Federal  Reserve  Bank  of  St.  Louis.  A  'committee  representing 
Louisville  bankers  appeared  before  the  Board  on  December  21  and 
presented  arguments  to  support  their  application.  This  case  is  now 
under  consideration  by  the  Board  and  by  the  Federal  Reserve  Bank 
of  St.  Louis.    The  New  Orleans  branch  of  the  Federal  Reserve  Bank 


Digitized  by  VjOOQ IC 


ANNUAL  REPORT  OP  THE  FEDERAL  RESERVE  BOARD.  15 

of  Atlanta  was  established  after  a  specific  request  had  been  made  by 
the  board  of  directors  of  the  Atlanta  bank.    In  accordance  with  this 
precedent,  and,  in  view  of  the  provision  of  law  which  requires  the  Fed- 
eral Reserve  Banks  to  establish  branches,  without  giving  the  Federal 
Reserve  Board  any  direct  authority  in  the  matter  except  to  approve 
rules  and  regulations  under  which  the  branches  shall  be  operated,  the 
Board  has  not  yet  determined  whether  or  not  it  has  authority  to  estab- 
lish branches  except  upon  the  initiative  of  a  Federal  Reserve  Bank. 
When  the  branch  bank  in  New  Orleans  was  established,  member  banks 
in  Louisiana,  in  Mississippi,  and  in  two  counties  in  Alabama  were  ad- 
vised that  their  reserves  should  be  kept  with  the  branch  bank  at  New 
Orleans,  and  that  aU  of  their  transactions  with  the  reserve  bank  should 
be  conducted  through  New  Orleans.    The  amount  of  the  capital  stock 
in  the  Federal  Reserve  Bank  of  Atlanta  held  by  the  member  banks  as- 
agned  to  the  New  Orleans  branch  is  regarded  for  bookkeeping  pur- 
poses as  the  theoretical  capital.    The  profits  arising  from  the  discount 
of  paper  for  member  banks,  from  the  purchase  of  commercial  paper 
and  bills  of  exchange,  and  from  transfers  of  funds  are  shown  on  the 
books  of  the  branch  bank,  from  which  are  deducted  all  expenses  of 
operation.    The  income  and  expenditures  of  the  branch  bank,  how- 
ever, appear  each  week  on  the  balance  sheet  of  the  parent  bank.    Dur- 
ing the  year  1916  the  gross  earnings  of  the  branch  bank  at  New  Or- 
leans were  $62,052  and  the  total  expenses  of  operation,  including 
salaries  of  employees  and  directors'  fees,  amounted  to  $28,645,  leav- 
ing a  net  profit  to  the  Federal  Reserve  Bank  of  Atlanta  from  the 
operations  of  its  New  Orleans  branch  of  $33,407,  which  profit 
amoimts.to  7.5  per  cent  on  the  capital  of  $445,000  theoretically 
allotted  to  the  New  Orleans  branch. 

It  is,  however,  reasonable  to  assmne  that  much  of  this  profit  would 
have  accrued  to  the  Federal  Reserve  Bank  of  Atlanta  had  there  been 
no  branch  at  New  Orleans,  as  only  $13,871  were  derived  from 
local  discount  operations.  In  view  of  the  experience  gained  from 
the  operation  of  the  one  branch  bank  in  the  entire  system,  it  would 
seem  wise,  in  considering  the  establishment  of  other  branches,  to 
take  into  account  whether  there  is  an  actual  need  for  them — imme- 
diate or  prospective — growing  out  of  the  added  convenience  to  the 
member  banks  which  would  naturally  fall  within  the  territory  allot- 
.  ted  to  the  branch,  or  whether  the  application  for  a  branch  is  pri- 
miarily  a  manifestation  of  local  civic  pride.  In  justice  to  all  the 
member  banks  in  a  district  where  branches  are  sought  to  be  estab- 
lished, it  would  be  well  to  ascertain  as  nearly  as  can  be  done  in 
advance,  whether  the  branch  would  be  really  self-sustaining,  i.  e., 
whether  the  net  profits  growing  out  of  its  operation  would  exceed 
the  net  revenue  that  would  accrue  in  any  event  to  the  parent  bank. 


Digitized  by  VjOOQ IC 


16  AlfKUAL  BBPOBT  OF  THE  FEDERAL  BESfiBVE  BOABD. 

The  Board  would  welcome  legislation  simplifying  the  organiza^ 
tion  and  operation  of  branch  banks  and  reducing  the  cost  of  maiiL- 
taining  them.  This  would  enable  the  Federal  Reserve  Banks  bett^ 
to  determine  the  question  of  branches. 

The  Board  has  been  informed  that  some  of  the  Federal  BeaerFe 
Banbs  are  ready  to  establish  agencies  or  offices  in  such  cities  in  thttr 
districts  as  may  require  Bpecisl  services,  such  as  the  collecti<Ni  oif 
checks  or  the  making  of  loans  on  warehouse  receipts.  An  agency  o£ 
this  kind  was  established  by  the  Federal  Beserve  Bank  of  St  Locds 
in  September  at  Memphis,  Tenn.  This  has  proved  convenient  to  tiie 
banks  of  that  city  in  the  handling  of  the  cotton  crop. 

.  OPERATIONS  ABROAD. 

The  clearance  and  collection  system  has  now  fairly  begun  its 
activities  and  has  demonstrated  that  the  provisions  of  the  Federal 
Beserve  Act  relating  to  this  feature  of  t^e  business  of  Federal 
Beserve  Banks  are  feasible  and  practical.  It  is  confidently  ex-^ 
pected  that  the  present  year  will  witness  a  general  acquiescence 
in  it  and  its  use  by  all  banks.  With  the  completion  of  the  collec- 
tion and  clearance  system,  all  the  domestic  functions  of  Federal 
Beserve  Banks  will  have  been  at  least  tentatively  undertaken,  re- 
quiring only  a  reasonable  period  of  development  for  their  complete 
application.  With  regard  to  the  provisions  of  the  Federal  Beserve 
Act  relating  to  foreign  trade,  the  case  is  different.  While  much  has 
been  done  to  facilitate  the  financing  of  foreign  trade  through  tbe 
development  of  the  acceptance  market  and  by  the  establishment 
abroad  of  American  banks  and  branches,  the  provisions  of  the  Act 
which  permit  the  establishment  of  foreign  agencies  or  branches  of 
Federal  Beserve  Banks  have  not  as  yet  been  availed  of,  nor  have  tfee 
banks  as  yet  undertaken  the  direct  purchase  of  foreign  commercial 
bills,  or  the  x>erf ormance  of  other  functions  relating  to  foreign  trans- 
actions authorized  in  the  law.  This  delay  has  been  due  partly  to  the 
disturbed  condition  of  business  in  markets  abroad  and  partly  to  the 
belief  that  a  sound  and  thorough  application  of  the  law  in  itfi 
domestic  aspects  should  precede  the  undertaking  of  foreign  opera- 
tions allowed  by  the  Act.  The  Board  has,  however,  had  un<kr 
consideration  for  some  time,  the  advisability  of  authorizing  Fed- 
eral Beserve  Banks  to  appoint  correspondents,  and  to  establi^ 
agencies  in  foreign  countries,  and  on  December  20  formally  ap- 
proved the  application  of  the  Federal  Beserve  Bank  of  New  York 
for  authority  to  establish  an  ag^icy  with  the  Bank  of  England. 
This  authority  was  granted  under  the  provisicms  of  section  14  of 
die  Act  which  permit  any  Federal  Beserve  Bank  ^'  with  the  cons»t 
of  the  Federal  Beserve  Board  to  open  and  maintain  banking  accouste 
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in  foreign  countries,  appoint  ccHrespondents,  and  establidi  agencies 
in  8Bcb  countries  wh^^resoever  it  inay  deem  best  for  the  purpose  of 
pnrdaaang,  selling,  and  o^iecting  bills  of  exdiange,  and  to  buy  and 
seU  wi^  <Ht  without  ite  uidoraeiae&t  through  such  correspondents  or 
agencies  bills  of  exchange  arising  out  of  actual  commercial  transac- 
tions,'' no  that  a  broad  field  of  operatuMis  is  opened  under  it.  If  the 
authority  granted  by  the  Board  in  this  case  shall  result  in  the  e£^»b- 
Indmiemt  of  the  ^ency,  it  will  be  so  arranged  that  the  oth^  Federal 
Beserve  Banks  will  be  enabled  to  participate  in  ibe  agency  relation- 
ship upon  the  same  terms  and  conditions. 

(.  Lb  is  probable  ihsA  other  connections  of  this  diaraeter  will  be  au- 
thorised from  time  to  time  as  ooca^on  requires,  thus  enahling  the 
Federal  Beserve  Banks,  while  assisting  in  the  development  of  our 
international  trade,  to  provide  for  themselves,  by  holding  a  substan- 
tial amtount  of  foreign  paper,  «n  effective  means  of  absorbing  any 
shodc  due  to  sudden  withdrawals  of  gold  for  export.  There  seems 
to  be  no  reason  why  the  Federal  Beserve  Banks  should  not  be 
placed  upon  the  same  footing  in  this  respect  as  the  great  reserve 
banks  of  Europe  and  given  wide  powers  in  the  matter  of  intema- 
tionai  exchais^,  with  the  Federal  Beserve  Board  acting  as  the  o^i- 
tral  controlling  force  in  the  coordinatum  and  direction  of  operatiims. 

ENFOfiCEMENT  OF  THE  CLAYTON  ACT. 

Important  duties  relative  to  the  determination  of  the  eligibility 
of  member  bank  directors  were  imposed  upon  the  Federal  Beserve 
Board  by  the  amendment  to  the  Clayton  Act,  known  as  the  Kern 
amendment,  which  became  a  law  on  May  15,  1916.  This  legislation 
was  intended  to  give  individuals  greater  latitude  in  accepting  and 
holding  bank  directorships.  It  authorized  such  individuals,  when 
directors  of  member  banks,  to  act  also  as  oflScers,  directors,  or 
employees  of  not  more  than  two  other  banks,  banking  associations, 
CM*  trust  companies,  when  organized  under  the  laws  of  the  United 
States  or  any  State,  "if  such  other  bank,  hanking  association,  or 
trust  company  is  not  in  substantial  competition  with  such  member 
bank."  It  was,  however,  required  that  the  consent  of  the  Federal 
Reserve  Board  be  obtained  as  a  basis  for  the  continuance  of  such 
relations  with  other  banks.  This  placed  upon  the  Board  as  a 
condition  necessarily  precedent  to  the  granting  or  withholding  of 
its  consent  in  such  cases,  the  duty  of  ascertaining  whether  the  banks 
in  which  an  individual  might  seek  to  hold  directorships  were  or  were 
not  in  "  substantial  competition "  with  the  member  bank  of  which 
such  individual  was  also  a  director.  The  Board  reviewed  the  various 
applications,  this  work  occupying  the  greater  part  of  its  time  during 
the  months  of  August,  September,  and  the  first  half  of  October, 
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the  Claytcm  Act  by  its  terms  becoming  effective  on  October  IS. 
During  the  year  1916  the  Board  considered  in  all  1,359  applications, 
of  which  1,215  were  granted  and  144  refused.  In  a  large  number  of 
other  cases  the  directors  affected  recognized  that  substantial  com- 
petition did  unquestionably  exist,  and  so  withdrew  voluntarily  from 
one  or  more  directorates,  thereby  bringing  themselves  into  com- 
pliance with  the  Act. 

Some  difficulty  was  f oimd  in  the  provisions  of  the  Clayton  Act 
which  prohibit  a  private  banker  from  holding  a  directorship  in  a 
member  bank.  Compliance  with  this  prohibition  necessarily  involved 
a  definition  of  the  term  "  private  banker,"  and  the  Board  accordingly 
published  a  definition  of  the  term  for  use  in  the  administration  of  the 
Act  The  term  "private  banker"  was  interpreted  to  include  part- 
nerships or  individuals  engaged  in  the  bimking  business,  as  the  term 
is  generally  understood,  including  those  partnerships  or  individuals 
which  solicit  or  receive  deposits  subject  to  check,  which  do  a  foreign 
exchange,  acceptance,  loan,  or  discount  business,  or  which  purchase 
and  sell  or  distribute  issues  of  securities  by  which  capital  is  fur- 
nished for  business  or  public  enterprise.  The  term  as  thus  inter- 
preted did  not  include  the  ordinary  stock,  note,  or  commodity  broker 
unless  a  substantial  proportion  of  his  profits  came  from  banking 
activities,  nor  did  it  include  partnerships  or  individuals  using  only 
their  own  funds  in  making  loans  or  investments.* 

In  a  number  of  cases  difficulty  also  was  encountered  in  determining 
the  exact  scope  properly  to  be  assigned  to  the  term  "  substantial  compe- 
tition," particularly  with  reference  to  the  question  whether  such  com- 
petition must  be  regarded  as  limited  in  area.  It  was  found  that  some 
large  banks  situated  in  cities  or  places  far  distant  from  one  another, 
while  not  in  competition  in  their  respective  locations,  yet  might  be 
held  to  compete  to  a  greater  or  less  degree  in  common  territory. 
While  in  some  such  instances  it  was  thought  best  to  grant  the  applica- 
tions of  directors  who  were  desirous  of  serving  on  the  boards  of  such 
banks,  it  was  indicated  in  each  case  that  the  consent  accorded  to  them 
was  tentative  only  and  that  further  investigation  would  be  under- 
taken for  the  purpose  of  arriving  at  a  final  conclusion.  Indeed  the 
Board's  work  with  reference  to  the  application  of  the  Kern  amend- 
ment must  be  regarded  as  a  continuing  operation  which  can  never  be 
definitely  finished.  New  facts  or  evidence  bearing  upon  the  business 
of  given  institutions  may  at  any  time  develop,  or  the  natural  growth 
of  their  business  may  bring  them  into  substantial  competition, 
although  they  were  not  found  so  in  the  first  instance.  It  will  there- 
fore be  necessary  from  time  to  time  to  revise  decisions  already  made. 
New  conditions  may  develop  which  will  necessitate  the  revocation  of 
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permission  already  granted  in  certain  cases  in  order  to  deal  appro- 
priately with  such  conditions  without  subjecting  some  directors  to  a 
rule  different  from  that  applied  in  the  case  of  others.  As  in  all  new 
legislation,  there  is  a  considerable  zone  of  uncertainty  in  the  inter- 
pretation and  application  of  the  Clayton  Act  It  wiU  require  ex- 
perience and  further  analysis  to  resolve  such  uncertainties  and  to 
apply  the  terms  of  the  measure  fairly  and  uniformly  in  carrying  out 
the  intent  of  Congress. 

ENTRY  OF  NEW  MEMBERS. 

During  the  year  1916  one  hundred  and  thirty  banks  entered  the 
Federal  Reserve  System,  making  a  total  of  7,627  members  on  Decem- 
ber 31.    Of  these  new  members,  eighty-seven  were  newly  organized 
national  banks,  which,  under  existing  law,  automatically  became 
members  and  took  stock  in  the  Federal  Reserve  Bank  of  the  district 
in  which  they  were  located.    Of  the  remaining  members  thirty-five 
were  State  banks  which  entered  the  system  through  conversion  into 
national  banks,  and  two  were  national  banks  which  were  in  charge  of 
receivers  and  were  restored  to  solvency.     State  institutions  which 
applied  fcMr  and  received  membership  while  retaining  their  State 
charters  numbered  six.    It  had  been  expected  that  upon  the  organi- 
zation of  the  clearance  and  collection  system  a  considerable  num- 
ber of  State  institutions  would  find  it  to  their  advantage  to  apply 
for  membership  or  that  other  factors  would  tend  to  bring  them  into 
the  system.    So  far  this  has  not  proved  to  be  the  case,  for  the  number 
of  State  institutions  which  came  into  the  system  during  1916  while 
retaining  their  local  charters  was  less  than  during  the  preceding 
year.    Many  causes  have  operated  to  produce  this  result,  the  chief 
being  those  already  outlined  by  the  Board  in  its  report  for  1915. 
Added  to  these  considerations  has  been  the  effect  of  the  Clayton  Act, 
which  is  objected  to  by  many  State  banks  as  likely  to  result  in  incon- 
venient or  undesirable  changes  in  their  boards  of  directors  should 
they  enter  the  Federal  Reserve  System ;  and  the  operation  of  section 
22  of  the  Federal  Reserve  Act,  which  deals  with  the  relations  of 
directors  of  member  banks  to  their  institutions.    The  Board  has  sug- 
gested an  amendment  to  this  section  designed  to  clarify  it  and  to  re- 
move uncertainties  without  affecting  in  any  way  its  principle. 

Apprehension  of  stringent  conditions  or  the  development  of  any 
situation  requiring  mutual  aid  on  the  part  of  banks  would  undoubt- 
edly cause  many  nonmember  banks  to  apply  for  membership,  but  it 
is  not  believed  that  they  will  as  a  rule  elect  to  await  such  conditions. 
The  largest  and  most  important  State  bank  in  New  York  is  already 
a  member  of  the  system,  as  is  the  largest  trust  company  in  Boston. 
Prominent  trust  companies  (in  St.  Louis,  Chicago,  Kansas  City,  and 
Birmingham)  are  also  members,  and  there  are  indications  that  other 
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krge  institutions  are  awakening  to  a  sense  of  public  duty,  and  are  be- 
sides gradually  reaching  the  conclusion  titiat  tiieir  own  best  intereate 
require  their  affiliation  with  the  Fed^ai  Seserve  System.  Mmnj 
Rpprehensioos  previously  eoitertained  by  nonmember  banks  h&is^  been 
sliown  to  be  groundless,  and  the  attitude  of  the  Board  toward  StMta 
banks  as  members  is  better  understood.  The  public,  moreover,  is  be- 
ginning to  realize  that  its  interests  will  be  best  served  by  the  amf^ 
fication  and  fullest  development  of  the  Federal  Reserve  Systran. 

In  July  last  the  Board  advised  the  representatives  of  certain  State 
banks  and  trust  companies,  which  were  apprehensive  that  member- 
ship in  the  system  might  involve  an  undue  restriction  of  their  corpo- 
rate activities  as  a  result  of  the  futui^  r^ulations  of  the  Board,  tfajii 
it  did  not  understand  that  it  was  incumbent  upon  it  to  undertake  to 
impose  upon  the  activities  of  member  banks  any  restrictions  tiuit  an 
not  ccmtemplated  by  the  Act,  but  only  to  prescribe  such  regolatioB 
as  are  designed  to  carry  out  the  purposes  of  the  Act.  The  Board 
does  not  feel  that  it  is  one  of  its  fuiM^ions  to  undertake  to  restrict 
State  banks  or  trust  companies  in  the  exercise  of  banking  or  tnut 
company  powers  as  defined  by  the  laws  of  the  State  in  which  tbtj 
are  created.  In  passing  upon  the  applications  o^  State  banks  and 
trust  companies,  however,  the  Board  holds  that  it  is  its  diitj  to 
admU  only  those  institutions  which  are  solvent  and  sound  and  whoas 
membership  will  not  constiUite  an  element  of  weakness  in  the  system. 
The  Board  does  not  consider  that  it  is  a  prerequisite  to  the  adaiis- 
sion  of  any  State  bank  or  trust  company  that  it  ^ould  possess  any 
prescribed  amount  of  paper  eligible  for  rediscount  with  a  Federal 
Beserve  Bank.  The  law  provides  that  privileges  and  advantages  of 
m^nberdiip  may  be  extended  to  State  banks  and  trust  companies, 
thus  contemplating  one  compact  banking  system,  while  preserving 
the  integrity  of  both  the  State  and  national  banking  organizat]Cii& 
The  fact  that  a  State  bank  has  little  eligible  paper  does  not  neces- 
sarily make  its  membership  an  element  of  weakness  or  danger,  and  it 
is  obvious  that  as  a  member  of  the  i^stem  it  will  be  in  a  positi<m  to 
ccmtract  for  loans  and  to  obtain  cash  from  other  member  banbs  hav- 
ing paper  eligible  for  rediscount,  and  tlius  indirectly  to  obtain  de- 
sired accommodations.  The  ability  to  assist  m^nber  banks  directly 
and  indirectly  will  be  increased  as  the  strength  of  the  sjnstesn  and 
lending  power  of  the  Federal  Beserve  Banks  is  increased.  .There 
is  no  reason  why  such  assistance  cdiould  not  be  freely  given  to  a  mena- 
ber  State  bank,  while  in  time  of  stress  tiie  nonm^nber  banks  may 
find  tlie  member  banks  not  less  disposed,  but  less  able  to  ^ve  tiiera 
this  indirect  assistance.  ThB  Board,  of  course,  might  consider  the 
exercise  of  extraordinary  and  unusoal  diartw  powers,  whidi  would 
make  an  applying  State  bank  or  trust  company  an  undesirable  mem* 
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ber,  a  euficient  reason  to  ref uae  to  grant  the  application  for  admis- 
SMU,  Imt  after  a  State  bank  or  tmst  company  has  actually  become  a 
member  bank,  the  Board  does  not  expect  to  interfere  widi  the  ex- 
eraee  of  the  banking  and  fidociary  powers  authorized  by  its  charter. 

FTOUCIAJtr  POWBBS. 

Applications  for  permission  to  exercise  fiduciary  powers  under 
the  terms  of  the  Federal  Reserve  Act  have  continued  to  be  pre- 
sented to  the  Board  during  the  past  year,  and  have  been  granted 
in  one  hundred  and  twenty-five  cases,  action  on  eighty- four  of  which 
carried  approval  of  full  fiduciary  powers,  while  in  the  case  of  forty- 
one  only  limited  powers  were  granted.    There  is  still  uncertainty  as  to 
the  l^al  status  of  the  banks  in  exercising  this  function,  the  doubts 
regarding  it  having  been  intensified  by  the  action  of  the  Supreme 
Court  of  the  State  of  Michigan  in  handing  down,  on  September  26, 
an  opinion  adverse  to  the  contention  of  the  national  banks.*    It  was 
the  view  of  the  court  in  this  case  that  Congress  had  no  authority  to 
permit  national  banks  to  exercise  the  fiduciary  powers  provided 
for  in  the  Federal  Reserve  Act,  and,  in  accordance  with  the  policy 
annotmced  in  its  report  for  1915,  the  Board  took  steps  to  have  the 
case  transferred  to  the  Supreme  Court  of  the  United  States  on  a 
writ  of  error,  in  order  that  it  might  be  finally  determined.    In 
the  meantime  the  Board  is  pursuing  the  policy  of  granting  to  prop- 
erly qualified  and  well-managed  banks  the  authority  to  exercise 
fidudary  powers  in  so  far  as  provided  by  the  Federal  Reserve  Act. 
Ab  has  been  explained  on  former  occasions,  the  Board  is  bound  to 
grant  specifically  the  privileges  that  have  been  granted  by  Congress 
under  the  Federal  Reserve  Act,  leaving  to  judicial  determination  any 
questions  which  may  be  raised  as  to  the  constitutionality  of  such 
grant.    Pending  a  final  decision  by  the  court  the  Board  will  con- 
tinue to  pursue  its  present  policy. 

CHANGES  IX  DISTRICTS. 

In  its  report  tor  1015  the  Board  set  forth  the  reasons  that  had  led 
it  to  n^ke  changes  in  the  boundaries  of  certain  Federal  Reserve 
districts,  and  stated  that  ^furtiier  consideration  of  this  subject 
was  suspa^ded  in  view  of  an  opinion  rendered  by  the  Attorney 
General  of  the  United  States  ♦  ♦  ♦  wherein  it  was  held  that 
the  Board  possessed  no  power  to  reduce  tiie  number  of  Federal 
Reserve  districts."  The  Board  also  called  attention  to  the  fact  that 
"  a  furth^  opinion  has  been  asked  as  to  whether  the  Board  has  power 

^Qrant  Fellows,  attorney  general  of  the  State  of  Michigan,  on  the  relation  of  the 
Umao  Tmst  Co..  Detroit  Trust  Co.,  Sectirlty  Trust  Co.,  Michigan  Trust  Co.,  and  th« 
Otand  aa{4ds  Trust  Co.  v.  The  First  National  Bank  of  Bay  City. 
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to  change  the  location  of  a  Federal  Reserve  Bank  within  a  district.^ 
The  opinion  thus  •referred  to  was  rendered  by  the  Attorney  General 
on  April  4, 1916,  and  covered  two  points: 

(1)  Whether  the  Board  could  change  the  present  locaticm  of  any 
Federal  Reserve  Bank  in  certain  cases,  and 

(2)  Whether  the  Board  in  readjusting  district  lines  must  preserve 
the  $4,000,000  minimum  capitalization  required  of  each  Federal 
Reserve  Bank. 

The  Attorney  General  held  that  the  Board  has  no  power  to  change 
the  location  of  a  bank,  irrespective  of  alterations  or  readjustments  in 
district  lines,  but  that  the  maintenance  of  the  minimum  capitaliza- 
tion of  $4,000,000  was  not  necessary. 

The  effect  of  this  ruling  was  to  suspend  consideration  of  the  pend- 
ing appeals  which  involved  changes  in  the  location  of  Federal  Reserve 
Banks  within  their  districts.  There  remained,  then,  but  three  ap- 
peals calling  for  immediate  decision — one  filed  by  certain  Connecti- 
cut banks,  which  requested  transfer  from  the  Boston  to  the  Ne^w 
York  district;  one  filed  by  certain  banks  in  Wisconsin,  which  re- 
quested transfer  from  the  Minneapolis  to  the  Chicago  district;  and 
one  filed  by  certain  banks  in  southern  Louisiana,  which  requested 
transfer  from  the  Dallas  to  the  Atlanta  district.  The  Louisiana 
appeal  was  granted  by  a  resolution  adopted  on  February  25  transfer- 
ring certain  banks  as  desired ;  while  the  Connecticut  appeal  was  de- 
termined by  a  resolution  on  March  6  transferring  those  banks  situated 
in  Fairfield  Co.,  Connecticut,  to  the  New  York  district,  leaving  the 
remainder  of  the  petitioning  Connecticut  banks  as  members  of  the 
Federal  Reserve  Bank  of  Boston,  subject  to  such  future  determina- 
tion of  the  Board  as  experience  shall  show  to  be  necessary.  The  Wis- 
consin appeal  was  settled  by  an  order  of  October  12,  transferring 
the  greater  number  of  the  applying  banks  to  the  ChicagX)  district* 

MORE  EFFECTIVE  CONTROL  OF  GOLD  SUPPLY,  AND  PROPOSED  AMENDMENTS. 

The  final  installment  of  member  banks'  obligatory  reserves,  amount- 
ing to  about  $60,000,000,  was  paid  into  the  Federal  Reserve  IBanks  by 
their  members  on  November  16,  1916.  Under  the  provisions  of  the 
Federal  Reserve  Act  about  $250,000,000  of  reserves  were  paid  into 
the  Federal  Reserve  Banks  immediately  upon  their  organization. 
The  Act  provided  that  subsequent  reserve  payments  should  be  made 
at  intervals  of  six  months,  and  accordingly  on  May  16, 1915,  Novem- 
ber 16,  1915,  May  16,  1916,  and  November  16,  1916,  additional  per- 
centages of  reserves  were  transferred.  Due  partly  to  these  regular 
transfers  of  reserves,  as  required  by  law,  and  partly  to  the  increase 
of  member  bank  deposit  liabilities  as  well  as  to  the  change  in  vault 


1  Federal  Reserre  Bulletin,  p.  590. 
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requirements  provided  by  the  act  of  September  7,  1&16,  the  money 
stock  of  Federal  Reserve  Banks  has  been  greatly  increased.  The 
actual  holdings  on  successive  dates  were  as  follows : 

December   81,   1914 $255,647,000 

June   30,   1915 800,814,000 

December  31,  1915 i 857,988,000 

June  30,  1916 404,206,000 

December  30,  191G 474,  590, 000 

No  further  payments  are  now  compulsory,  but  from  and  after  No- 
vember 16,  1917  (or  earlier  if  the  Board's  suggested  amendment 
should  be  adopted) ,  balances  with  reserve  agents  in  reserve  and  cen- 
tral reserve  cities  will  no  longer  count  as  member  banks'  reserves, 
and  members  will  be  required  to  build  up  either  their  vault  cash  or 
their  balances  with  Federal  Reserve  Banks  sufficiently  to  cover  the  re- 
quired reserves  heretofore  carried  as  balances  with  correspondents. 

In  a  press  statement  d&ted  November  28,  the  Board  announced 
that  Congress  would  be  asked  to  move  forward  the  date  when  bal- 
ances with  correspondent  banks  in  reserve  and  central  reserve  cities 
shall  no  longer  count  as  member  bank  reserves,  and  suggested  that  the 
date  originally  fixed  for  November  16,  1917,  be  advanced  to  some 
time  in  February  or  Marph.  There  are  several  good  reasons  for 
urging  this  change  upon  the  immediate  attention  of  Congress.  The 
United  States  has  to-day  a  plethora  of  gold.  While  the  Board  does 
not  believe  that  further  importation  of  gold  will  of  necessity  prove 
a  source  of  danger  or  disturbance,  it  nevertheless  believes  it  desir- 
able, in  order  to  avoid  possible  danger  and  misconception  of  the 
situation,  to  call  particular  attention  to  the  actual  reserve  conditions 
and  to  make  clear  that  the  inflowing  gold  should  be  controlled  and 
not  be  permitted  to  become  the  basis  of  abnormal  loan  expansion. 

The  following  table  shows  the  reserve  position  of  member  banks  on 
November  17, 1916: 

lOOO's  omitted.J 


In  vault. 

With 
Federal 
Reserve 

Bank. 

Either  in 
vault  or 
withFed- 
eralRe- 

With  ^ 
approved 
reserve 
agents. 

Total 
reserve. 

Total  United  States  <aU  member  banks): 
A  mount  reserve  held . .  ^  ^  x  x . . .  ^  - . .  x . . . . 

813,573 
67«,062 

674,235 
606,413 

1,048,313 
175,014 

2,536,121 
1,510,146 

Anxmnt  reserre  required 

151,756 

Ezoess  reserve. 

237, 6U 

67,822 

1151,756 

872,390 

1,026,076 

>  Amount  to  be  deducted  from  excess  in  vaults  of  Federal  Reserve  Banks  to  agree  with  total  excess. 

From  this  table,  taken  from  the  official  abstract  issued  by  the 
Comptroller  of  the  Currency,  it  is  evident  that  under  present  methods 
of  computation  more  than  four-fifths  of  the  item  "  excess  reserve  "  is 
in  the  form  of  balances  carried  by  banks  with  other  banks  which  are 
now  approved  reserve  agents,  but  which  can  not  act  in  that  capacity 
after  November  16  next.    Of  the  actual  reserve  required  on  November 
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17,  1916  <$1,510^45,000),  the  member  hanks  carried  in  their  vanlte 
and  with  Federal  Beserve  Banks  $1,467^8^000;  so  tiiat  in  order  to 
place  them  upon  their  permanent  reserve  basis  it  would  have  beoi  nec^ 
essary  on  that  date  for  the  reserve  city  banks  and  the  country  hanks 
to  transfer  only  $22,337,000  frc«n  their  central  reserve  and  reserve 
city  bank  €orreq>ondents  to  the  Federal  Beserve  Banks  or  to  tiieir 
own  vaults.     This  process  would  not  have  altered  the  technical 
position  of  the  banks  in  any  appreciable  degree,  for  the  city  banks 
would  still  have  had  more  than  $1,000,000,000  of  balances  from  their 
depositing  banks  just  as  before,  less  a  deduction  of  the  OMnpara- 
tively  small  amount  required  to  be  transferred  to  the  Federal  Be- 
serve Banks.    The  essential  difference  would  have  been  that  balances 
with  former  reserve  correspondents  could  no  longer  be  counted  as 
bank  reserves,  but  in  all  other  respects  would  provide  for  the  sasne 
functions  as  at  present.     It  is  interesting;  to  note  that  had  tb& 
reserve  requirements  which  will  now  become  operative  on  Novendber 
17,  li)17,  been  effective  on  November  17,  1^16,  the  apparent  excess 
reserve  of  more  than  $1,000,000,000  would  not  have  existed,  but 
that  a  transfer  of  $22,337,000  from  the  vaults  of  central  reserve 
and  reserve  city  banks  to  the  Federal  Reserve  Banks  would  have 
been  necessary  to  place  the  member  banks  as  a  whole  upon  their 
required  resen^e  footing.     After  carefully  studying  the  whde  re- 
serve problem,  there  has  been  transmitted  to  the  chairmen  of  the 
appropriate  committees,  in  the  name  of  the  Board,  recommenda- 
tions for  further  amendments  to  the  Federal  Reserve  Act.    The  text 
of  these  suggested  amendments  is  attached  as  an  exhibit  to  this 
report. 

When  the  Federal  Reserve  Act  was  drafted  its  principal  object  was 
to  deal  witii  internal  problems  of  banking  and  currency.  Since  its 
enactment  financial  and  economic  conditions  in  the  United  States 
have  undergone  far-reaching  changes  which  were  n<^  foreseen  <3iree 
years  ago.  The  United  States  has  attained  to  world  influence  in 
financial  affairs  and  it  seems  necessary  that  the  Act,  which  has  proved 
of  such  great  value  in  the  treatment  of  our  domestic  problems,  should 
be  amended  in  order  to  enable  us  to  deal  effectively  with  the  inter- 
national problems  which  now  confront  us  and  which  seem  des- 
tined to  play  so  important  a  part  in  our  economic  life.  The  banking 
system  of  the  United  States  should  be  prepared  effectively  to  meet 
two  conditions  of  opposite  character — one  the  excessive  and  uncon- 
trolled inflow  of  gold,  the  other  the  excesdve  and  unre^^ulated  c»it- 
flow  of  gold.  The  amendments  proposed  are  designed*  to  provide 
means  of  controlling  an  overextension  of  loans  based  on  new  accre- 
tions to  <Hir  gold  stock  and  to  provide  for  the  mobilization  and  <2on- 
centration  of  the  gold  holdings  of  the  United  States  so  thst  the  flow 
of  ^cid  back  to  Europe,  or  to  South  America^  or  to  the  Orient,  may 
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be  arranged  without  forcing  any  violent  contraction  of  loans  or 
causing  undue  disturbance  to  legitimate  business. 

Of  approximately  two  and  three-quarter  billions  of  gold  in  this 
country  there  are  held  or  controlled  by  Federal  Beserve  Banks  about 
$738^000,000,  of  which  Federal  Beserve  Agents  hold  $283,000,000  as 
secnrity  for  Federal  Beserve  notes  outstanding,  and  $455,000,000  is 
reserve  money  held  by  the  Federal  Beserve  Banks.    But  even  assum- 
ing that  the  Federal  Beserve  Banks' were  willing  to  reduce  their 
gold  reserves  to  40  per  cent  of  their  deposit  and  note  liabilities  (which 
should  be  regarded  as  a  minimum  and  in  normal  times  would  be 
inadequate)  the  amount  of  free  gold — ^i.  e^  the  amount  of  gold  that 
the  Federal  Beserve  Banks  could  lose  before  reaching  this  40  per 
cent  minimum — would  be  a  little^  more  than  $875,000,000.    While  this 
is  a  very  large  sum,  its  sufficiency  can  not  safely  be  assumed  when  we 
consider  the  wide  scope  of  our  transactions  in  world  finance  and  the 
phen<»nenal  growth  of  our  own  credit  structure. 

It  is  estimated  that  there  are  now  in  the  hands  of  the  public — ^i.  e., 
outside  the  Treasury  and  tiie  banks— rOver  $800,000,000  in  gold  and 
gold  certificates,  and  (hat  there  are  at  present  hdd  in  the  vaults  of 
member  banks  about  $815,000,000  of  reserve  money  of  which  about 
$545,000,000  is  gold  coin  or  gold  certifi<»ite8.  There  should  be  added 
to  this  total  about  $600,000,000  of  lawful  money  in  the  vaults  of 
nonmember  State  banks  and  trust  companies. 

The  Federal  Beserve  note,  which  is  an  obligation  of  the  United 
States  secured  by  an  ample  reserve  of  gold  and  commercial  paper, 
circulates  as  readily  as  a  national-bank  note  or  as  any  other  form 
of  currency,  and  the  public  does  not  discriminate  between  different 
forms  of  IJnited  States  currency.  This  is  shown  by  the  fact  that 
Federal  Beserve  note  circulaticm  has  been  substituted  for  gold  cer- 
tificates to  the  extent  of  about  $300,000,000. 

Under  the  present  law  this  gold  is  deposited  with  ihe  Federal  Be- 
srarve  Agents  for  the  redemption  of  the  Federal  Beserve  notes  pro- 
tected by  it.  The  notes  so  protected  in  effect  cease  to  be  obligations 
of  the  Federal  Beserve  Banks;  but  as  the  gold  does  not  figure  as  an 
asset  of  the  Federal  Beserve  Banks,  they  do  not  show  the  strength 
which  would  be  evidenced  if  the  law  permitted,  as  proposed  in  the 
asiendments,  the  issuance  of  Federal  Beserve  notes  not  only  against 
commercial  paper,  but  also  against  gold,  provided  only  that  every 
Federal  Beserve  note  must  be  covered  by  at  least  100  per  cent  of 
commercial  paper  or  gold,  and  that  there  must  always  be  a  gold 
reserve  of  not  less  than  40  per  cent  against  all  outstanding  Federal 
Reserve  notes. 

The  control  of  gold  by  Federal  Beserve  Banks  in  times  of  abun- 
dance such  as  the  present,  will  decrease  the  danger  of  inflation  of 
dinaestic  credits  and  at  the  same  time  will  enable  tlie  country,  when 
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the  tide  turns,  to  part  with  large  sums  of  gold  with  less  inconvenience 
or  shock,  thus  enabling  us  more  safely  and  effectively  to  proceed  with 
the  development  of  our  foreign  trade  and  to  give  the  necessary  credit 
facilities  for  its  extension.  The  United  States  should  be  in  a  posi- 
tion to  face  conditions  which  may  call  for  an  outflow  of  gold  witiiuH^ 
any  disturbances  of  our  own  or  the  world's  business,  and  without 
making  necessary  drastic  changes  in  our  interest  or  discoimt  rates. 
The  amendments  suggested  by  the  Board  are  designed  to  enable  the 
Federal  Beserve  Banks  to  withdraw  gold  from  actual  circulation 
whUe  enabling  member  banks  at  the  same  time  to  release  gold  which 
at  present  is  tied  up  in  their  own  vaults.  The  amendments  are  based 
upon  the  theory  that  all  of  the  individual  banks  should  strengthen 
the  gold  holdings  of  the  Federal  I^eserve  Banks.  The  country^ 
holdings  of  gold  are  not  used  most  effectively  when  they  are  in  the 
vaults  of  a  large  number  of  banks  scattered  all  over  the  country,  but 
its  greatest  use  would  come  from  concentrating  it  to  a  greater  degree 
in  the  vaults  of  the  Federal  Beserve  Banks,  where  it  can  be  effec- 
tively protected  when  not  required  and  effectively  used  when  needed* 
The  member  bank  requires  currency  rather  than  gold  with  which  to 
supply  the  ordinary  demands  of  its  depositors. 

It  is  from  this  point  of  view  that  the  Federal  Reserve  Board  has 
proposed  that  Congress  increase  the  required  reserves  to  be  main- 
tained by  member  banks  with  the  Federal  Beserve  Banks.  On 
November  17,  1916,  the  cash  reserves  of  all  member  banks  were 
about  $814,000,000.  Under  the  proposed  amendment  of  section  19, 
$300,000,000  of  this  amount  would  be  transferred  to  the  Federal  Re- 
serve Banks.  Hence  the  Board  believes  that  ultimately  the  law 
should  require  of  member  banks  no  more  than  that  they  should  main- 
tain specified  balances  with  the  Federal  Reserve  Banks  in  amounts 
adequate  to  supply  the  necessary  reserve  basis,  and  that  the  Federal 
Reserve  Banks  should  have  sufficient  reserves  of  gold  with  which  to 
protect  all  obligations,  but  that  there  should.be  no  legal  requirement 
as  to  the  amount  of  currency  a  member  bank  should  carry  in  its  own 
vault.  This  is  a  matter  of  business  judgment  which  might  well  be 
left  to  the  discretion  of  each  member  bank.  It  was  thought,  how- 
ever, that  if  this  principle  were  carried  into  full  effect  at  this  time, 
the  step  might  be  considered  too  extreme,  particularly  under  present 
conditions,  and  that  nothing  should  be  done  which  might  tend  to  a 
further  release  of  reserve  money. 

A  minimum  amount  of  currency  which  the  member  banks  should  be 
required  to  keep  in  their  vaults  was,  therefore,  suggested.  The 
amoimt  suggested  is  5  per  cent  of  the  demand  deposits,  so  that  the 
total  requirements — cash  and  reserve — ^will  remain  practically  un- 
changed. While  the  apparent  effect  of  the  proposed  changes  will  be 
a  slight  reduction  of  the  reserve  requirements,  the  reseri^es  will  really 
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be  increased  by  the  abrogation  of  the  practice  hitherto  observed  of 
counting  items  in  transit  or  "  float "  as  reserve.  The  permission  given 
member  banks  to  use  their  own  discretion  as  to  the  character  of  cur- 
rency in  their  vaults,  will  enable  them  to  release  tiie  gold  they  now 
hold,  with  the  important  result  that  the  substitution  of  Federal  Re- 
serve notes  for  gold  and  gold  certificates  will  be  facilitated  by  t^is 
change  in  the  law.  Without  some  such  change  member  banks  will 
continue  to  ask  for  gold  certificates  in  small  denominations,  because 
as  long  as  they  must  have  gold  or  lawful  money  to  count  as  reserve 
it  would  be  impossible  for  the  banks  to  exchange  them  for  Federal 
Reserve  notes. 

Besides  the  proposed  changes  relating  to  note  issues  and  to  reserves, 
the  Board  has  suggested  also  the  following: 

Amendment   of   section   4,   to   abolish   the  title   and   office   of 
Deputy  Federal  Reserve  Agent,  thus  having  two  unattached  daas 
C  directors  insteaid  of  one,  as  at  present,  and  to  create  the  position 
of  Assistant  Federal  Reserve  Agent,  who  shall  not  be  a  director  of 
the  bank,  but  who  shall  be  a  salaried,  bonded  officer  in  the  Federal 
Reserve  Agent's  department,  serving  at  all  times  as  an  assistant  to 
the  Federal  Reserve  Agent  and  qualified  to  act  for  the  agent  in  his 
absence.    Exi>erience  has  shown  that  there  is  difficulty  in  filling  the 
office  of  Deputy  Federal  Reserve  Agent.    This  officer  is«required  to 
have  the  same  qualificaticms  as  the  Federal  Reserve  Agent;  he  must 
have  had  banking  experience,  and  he  must  not  be  an  officer,  director, 
or  stoc^older  in  any  bank.    At  the  same  time  he  is  not,  as  a  rule, 
a  salaried  officer,  and  receives  only  the  customary  fees  paid  directors 
for  attendanoe  upon  meetings,  and  he  is  obliged  to  be  prepared  to 
assume  the  duties  of  the  Federal  Reserve  Agent  in  case  of  the 
absence  or  disability  of  that  (^cer,  which  involves  a  transfer  and 
audit  of  securities  and  accounts.    It  is  believed  that  the  change  sug- 
gested will  operate  to  fix  responsibility  more  definitely  and  will  give 
the  Board  more  latitude  in  the  selection  of  the  class  C  directors  other 
than  the  Federal  Reserve  Agent. 

Amendment  of  section  9,  to  authorize  mutual  savings  banks 
not  having  capital  stock  to  become  associate  members  of  the  Federal 
Reserve  System  under  certain  prescribed  conditions.  The  principal 
beneficiaries  of  this  amendment  would  be  the  mutual  savings 
banks  of  the  Eastern  and  New  England  States,  which  cannot  become 
members  of  the  Federal  Reserve  System  under  the  present  law 
owing  to  the  lack  of  any  provision  enabling  them  to  subscribe  for 
capital  stock  of  a  Federal  Reserve  Bank,  as  they  have  no  capitaliza- 
twn  of  their  own  upon  which  a  percentage  could  be  based.  They 
^ould  be  required  to  carry  a  reserve  balance  with  the  Federal  Re- 
serve Bank  against  their  time  deposits  in  the  same  proportion  as 
member  banks;  and  the  accommodation  proposed  for  mutual  sav- 
75284°— 17 3 
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ings  banks  are  limited  strictly  to  the  discount  of  their  30-day  obli^* 
tions  properly  secured. 

Amendment  of  section  11  so  as  to  permit  the  Federal  Besn^e 
Board  to  raise  reserve  requirements  in  ^nergencies,  just  as  it  is 
now  empowered  in  certain  contingencies  of  a  different  kind  to 
lower  those  requirem^ita 

This  proTisicm,  if  adopted,  would  enable  the  Federal  Keserve 
Board  in  prolonged  periods  of  extreme  ease  in  the  money  market 
to  check  any  t^idency  toward  excessive  loans  or  other  forms  of 
imdne  extensions  of  credit. 

Amendment  of  section  13,  to  restore  the  provision  which  was  by 
error  stricken  frem  the  Act  in  the  amendments  of  Sept^nber  7, 191S, 
thus  restoring  to  naticmal  banks,  with  the  approval  of  the  Federal 
Reserve  Board,  the  right  to  accept  up  to  100  percent  of  their  capital 
and  surplus  in  transactions  involving  imports  or  export& 

Amendment  of  section  16  to  permit  nonmember  State  banks 
and  trust  cmnpanies,  even  though  too  small  to  be  eligible  for  mem- 
bership in  the  Federal  Reserve  Banks,  to  avail  themselves  of  the 
clearing  wad  collection  facilities  of  the  Federal  Reserve  Banks,  pro- 
vided that  they  cover  at  par  checks  on  themselves  sent  for  coQec- 
Hon  by  the  Federal  Reserve  Bank,  and  provided  further  that  tluy 
keep  compensating  balances  with  the  Federal  Reserve  Bank  in 
amounts  to  be  determined  under  rules  prescribed  by  the  Federal 
Reserve  Board.  This  is  not  intended  to  operate  as  an  extension  of 
any  of  the  privileges  of  the  Federal  Reserve  System  to  nonmember 
banks  at  the  expense  of  members,  but,  on  the  contrary,  the  amend- 
ment is  proposed  primarily  for  the  conv^^ice  of  the  public  and 
incidentally  for  the  benefit  of  the  member  banks.  It  is  contemplated 
that  the  compensating  balances  which  nonmember  banks  partici- 
pating in  the  clearing  plan  will  be  required  to  ke^  with  Federal 
Reserve  Banks  will  be  sufficiently  large  to  protect  member  banks 
and  justify  Federal  Reserve  Banks  in  undertaking  the  service.  Any 
clearing  and  collection  plan  to  be  effective  must  be  so  comprehensive 
as  to  include  all  checks^  At  present  the  par  lists  of  tl^  Fed^al 
Reserve  Banks  include  the  names  of  banks  checks  on  which  can  be 
collected  in  any  circumstances  at  a  minimum  of  time  and  expense, 
but  do  not  embrace  a  large  number  of  towns  in  every  Staie  wh»e 
there  are  no  member  banks;  and  in  order  to  make  collections  on 
such  points  many  banks  are  obliged  to  maintain  accounts  in  addi- 
tion to  their  reserve  accounts  with  ihe  Federal  Reserve  Banks.  A 
necessary  factor  in  any  successful  clearing  plan  is  the  offset  whereby 
balances  only  instead  of  the  total  volume  of  transactions  require 
settlement.  As  long  as  the  cfearing  system  does  not  embrace  all 
of  the  banks  this  offset  is  lost  in  a  corresponding  degree  and  the 
value  of  the  system  diminished  in  proportion. 
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Amendment  of  section  17,  to  cancel  the  provision  of  the  naticmal- 
bank  act  -whidi  requires  national  banks  to  maintain  a  minimum  de- 
posit of  Government  bonds  with  the  Treasurer  of  the  United  States. 
National  banks  are  no  longer  required  to  keep  outstanding  a  mini- 
mmn  amount  of  circulating  notes,  and  a  newly  organized  bank  is  not 
obliged  to  purchase  or  carry  any  bonds  of  the  United  States;  but 
there  are  a  number  of  national  banks  organized  befcMre  (he  passage 
of  the  Federal  Beserre  Act  whidi  have  retired  their  naticmal-bank 
circulation  in  full,  yet  which  are,  under  a  cooistruction  of  the  old  law^ 
required  to  keep  on  dei>06it  with  tl^  Treasurer  of  the  United  States, 
a  eeTtain  minimum  of  United  l^ates  bonds.    The  Board  f eeb  that  k 
is  just  to  these  banks  that  th^  be  relieved  of  this  obligati<m. 

Amendment  of  section  19,  abbreviating  and  simplifying  the 
claitttes  in  section  19  which  relate  to  reserve  requirem»it&  This 
proposed  amendm^it  provides  that  all  member  banks  AtHl  maintain 
reserves  in  the  Federal  Keaerve  Banks  as  follows: 


AgalMt 
demand 
depo^ls. 


H 

le 
depoBttBL 


(a)  Com  trj  bonks 

(6)  R«8orv«eity  banks 

(c)  Central  rBSBfreeitj  banks. 


Per  CAnt. 
7 
10 
IS 


PercenL 

a 

a 

a 


In  addition  it  is  suggested  that  every  member  bank  be  required  to 
keep  in  its  own  vault  an  amount  of  specie  or  currency  (not  neces- 
sarily gold  or  lawful  money)  equal  to  5  per  cent  of  its  demand 
deposits,  less  the  amount  of  net  balances  with  Federal  Keserve  Banks 
in  excess  of  the  minimum  above  stipulated. 

Amendment  of  section  22 — the  penal  statute — so  as  to  define 
more  clearly  the  rights  and  limitations  of  directors  in  the  matter  of 
accepting  fees  or  compensation  other  than  the  ordinary  fees  paid  di- 
rectors for  legitimate  services  rendered  in  the  regular  course  of  busi- 
ness, tiie  performance  of  whidi  service  is  not  incumbent  upon  them  in 
their  capacity  as  directors. 

Amendment  of  section  25,  to  authorize  member  banks  located  in 
cities  of  more  than  100,000  population  and  which  have  a  capital  and 
surplus  of  more  than  $1,000,000  to  establish  branches  in  the  same  city, 
provided  the  State  laws  do  not  prohibit  State  banks  and  trust  com- 
panies from  establishing  branches. 

STAFF  ASD  OBOAIOZATION^. 

On  August  10, 1916,  the  Federal  Beserve  Board  had  been  organized 
two  years,  and,  under  the  provisions  of  the  Act  creating  it,  the  term 
of  one  member  expired  two  years  after  his  original  appointment. 
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On  July  25  the  President  sent  to  tlie  Senate  the  nomination  of 
Charles  S.  Hamlin  to  succeed  himself  as  a  member  of  the  Board, 
the  appointment  being  for  the  regular  term  of  10  years.  This 
nomination  was  confirmed  on  August  3.  Mr.  Hamlin's  term  und^ 
his  original  appointment  expired .  on  Wednesday,  August  9.  He 
qualified  by  taking  the  oath  on  August  10.  W.  P.  G.  Harding  was, 
on  August  10,  designated  by  the  President  as  governor  and  Paul  M. 
Warburg  as  vice  governor  of  the  Board,  each  "  for  a  period  of  one 
year,  or  until  otherwise  directed." 

The  Federal  Advisory  Council  has  held  its  four  stated  meetings 
during  the  last  year  and  has  discussed  topics  submitted  to  it  by  the 
Board,  as  well  as  questions  raised  by  its  own  members,  presenting 
results  of  the  discussions  to  the  Board.  Conferences  were  held  also 
by  the  Federal  Reserve  Agents  on  May  29  and  December  4,  in  Wash- 
ington, these  meetings  being  devoted  to  the  consideration  and  analysis 
of  questions  of  current  interest  to  the  Federal  Reserve  Banks.  The 
meetings  of  governors  of  Federal  Reserve  Banks,  which  have  taken 
place  at  intervals  since  the  organization  of  the  system,  have  con- 
tinued, three  such  meetings  haying  been  held  during  the  year. 

The  staff  and  internal  organization  of  the  Board  have  continued 
without  important  modification,  the  principal  changes  being  the 
better  development  of  its  organization  and  the  gradual  growth  and 
enlargement  of  the  work.  The  personnel  of  the  staff  remains  essen- 
tially unaltered  and  its  numbers  have  been  only  slightly  increased. 
The  total  cost  of  conducting  the  Board's  work  in  1916,  including 
members'  salaries,  was  $213,000.  The  volume  of  clearings  through 
the  gold  settlement  fund,  to  which  reference  has  been  made  else- 
where in  this  report,  has  been  greatly  enlarged,  but  without  appre- 
ciable increase  in  expense  of  operation;  the  cost  for  the  year  1^16 
being  $1,343.37,  while  the  total  volimie  of  business  cleared  during  the 
year  has  been  about  $5,533,966,000,  being  a  net  cost  of  $0.0002^  per 
$1,000.  This  fund  was  originally  conducted  merely  as  a  means  of 
settling  between  Federal  Reserve  Banks,  but  the' scope  of  its  opera- 
tions has  been  enlarged  by  providing  a  similar  fund  for  Federal 
Reserve  Agents,  conducted  on  the  same  plan  as  the  gold  settlement 
fund  itself.  This  renders  possible  the  making  of  payments  not  only 
between  Federal  Reserve  Banks,  but  also  between  the  Reserve  Agents 
and  their  own  banks,  without  the  necessity  of  shipping  gold  or  its 
equivalent  back  and  forth.  The  net  amount  of  change  of  ownership 
among  the  Federal  Reserve  Banks  of  gold  held  in  the  fund  was 
$223,870,000,  and  it  may  be  estimated  conservatively  that  the  ship- 
ment of  coin  and  currency  to  at  least  this  amount  was  thus  avoided. 

The  Federal  Reserve  Bulletin  has  been  conducted  throughout  the 
year,  as  during  the  year  1915,  as  a  monthly  publication,  and  has  been 
enlarged  in  size  and  broadened  in  scope  in  response  to  the  increasing 
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public  interest  It  is  distributed  without  charge  to  all  member  banks, 
but  it  has  also  a  growmg  list  of  paid  subscribers  among  nonmembera 
and  the  financial  community  generally.  So  fully  has 'the  Bulletin 
dealt  with  all  of  the  details  of  the  operation  of  the  Federal  Reserve 
System  that  it  is  unnecessary  to  repeat  them  in  this  report,  a  complete 
file  of  the  Bulletin  itself  b^g  transmitted  as  supplementary  to  the 
information  herein  given. 

WiLiXAM  G.  McAdoo,  W.  p.  G.  Harding,  Governor ^ 

Secretary  of  the  Treasury^        PauIj  M.  Warburg,  Vice  Governor. 
Chairman.    Frederic  A.  Delano, 
John"  Skelton  Williams,  Adolph  C.  Mn.i.ER, 

Comptroller  of  the  Currency.  Charles  S.  Hamlin, 
Members  Federal  Reserve  Board. 
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Exhibit  A— DISCOUNT  RATES. 


Changes  in  discount  rates  during  calendar  year  1916. 
MEMBER  BANKS'  COLLATERAL  NOTES. 


Bank. 

Sept.— 

Oct. 
6. 

Dec.— 

In  force 
Jan.l, 
1917. 

11 

14 

15 

16 

18 

19. 

20 

32 

23 

7 

29 

Boston 

31 

4 

4 

NewYffk 

3 

3 

PhffH^lpi^ifi 



3J 

31 
3* 
3| 

H 
3i 
4 

Cle^'eland 

3J 

ivlCilfl&OIBCl                          ■  ■ 

8J 

Atlanta 

3J 

Chicago 

St.  Louis 

H 

MfmwHHpoHf? 

ir«?»fa»rity^ 

4 

4 

iHnaif.. 

3i 

34 

4 

fiwi  Frandsoo 

4 

• 

PAPER  MATURING  WITHIN  10  DAYS. 


Bank. 

In  effect 
Jan.l, 
1916. 

Apr.  12. 

July—    1                     Sept.— 

Dec.  7. 

In  effect 
Jan.l, 
1917. 

5 

24 

15 

16 

18 

20 

22 

23 

Boston. 

8J 

H 

H 

4 

3 

34 

34 

New  York 

13 

Philadelphia 

3i 

»34 

Cleveland 

134 

RidunoDd ..... 

4 

Atlanta 

4 

Chicago 

134 

St.  Louis 

13 

Minneapolis 

4 

Kansas  aty 

4 

H 

14 

Dallas 

4 

Ban  Francisco. 

8 

>  Changed  from  "10  days  and  lees''  to  *'15  days  and  less"  on  the  dates  shown. 
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ANNUAL  REPORT  OF  THE  FEDERAL  RESERVE  BOARD. 


Changes  m  discount  rates  during  calendar  year  1916 — Continued. 
PAPER  MATURING   WITHIN  15  DAYS. 


Bank. 

Sept.- 

Dec.  29. 

InefZect 
Jan.l, 
1917. 

11 

14 

15 

16 

18 

ao 

22 

23 

Boston 

Now  York 

3 

3 

Philadelphia 

i^ 

C  lo  veland 

H 

i\ 

Richmond 

4 

Atlanta 

4 

4 

Chicago 1 

3J 

3i 

1 

Bt.Loois '.... 

S) 

4 

1 

FansAA  City , , „ 

4 

4 

Dallas 

4 

4 

Ban  Francisco                .         

1 

PAPER 

MATURING   11 

TO  30 

DAYS,  INCLUSIVE 

Bank. 

In  effect 
Jan.l, 
191& 

Sept.- 

Dec  7. 

iB^BOt 

Jan.  I. 
1917. 

Jan.  U.J  /»4M. ««. 

1 

15 

16 

18 

20 

22 

23 

Boston .     . 

3i 

H 

4 

4 

NewYork 

»  4 

Philadelphia 

1  4 

Cleveland 

Biohmond * 

4 

Atlanta 

::::r:t::":::: 

4 

Chicago  ...     ...            . .. ,    s 

0) 

St.  Louis.  . 

>4 

Mf  nii^polis 

: 1' "::: 

4 

Kansas  City 

41 

«4J 

nallAs 

4 



31 

i 

^Changed  from  "  11  to  30  days,  inchisi\*e/'  to  '*  16  to  10  days/'  on  dates  shoim  sbow. 
PAPER  MATURING  16  TO  30  DAYS,  INCLUSIVE. 


Banks. 

In  effect 
Jan. 1, 
1916. 

15 

Sept.- 

In^Aot 
Jan.l, 

]          8 

20  I  22 

23 

Boston 

1 

NewYork 

....      4 

4 

PfailadelDhia .           

Qeveland 

J 

Richmond 

4 
4 

i 

Atlanta . . « 

Chicago - .  -  - 

i 

St.  Louis 

1 

Minneapolis 

4 

1 

Kansas  Citv 

1 

4i 

Dallas 

4 

1 

4 

San  Francisco  "                                                               -   . 

1 

^ 
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Clumgei  in  discount  raUf  during  calendar  pear  i9i^— Continued. 

PAPEB   MATURING  31  TO  W  TVAV.S,  TKCT.TTSTVF. 


Banks. 

In  effect 

Jan. 1, 

1916. 

^^- 

July 
12. 

Aug.— 

In  effect 
Jan.  1, 
1917. 

1 

31 

Boston ^ 

New  York 

PitiM^lpMa 

Cleveland 

4J 

4* 

^ffchmoiK! 

*tliintii .    . . .  , 



r>*iffligo                          . .            ,  , .   . 



4t 

.... 

St.  Louis 

yinnfflTM>lir                                   

i^Vmis  nty 

^ 

44 

Danas 

San  Francisco 

PAPER  MATURING  61  TO  90  DAYS,  INCLUSIVE. 


Banks. 

In  effect 
Jan.  1, 
1916. 

Apr.  12. 

In  effect  * 
Jan.  1, 
1917. 

BoatoD 

4i 

44 
44 

4 

NtrYork 

4 

PMMfiphia                                                

4 

cifrehind                        

44 

4 

BfehmoDd 

AthDta 

4 

Cfafcago 

44 

4 

SULoois.    ^  

lOmieapolis 

44 
44 

4 

Kmns  City                     

44 

D«IV 

fc"  ^Vnncifco             r 

44 

AGRICTTLTURAL  AND  LIVE-STOCK  PAPER  OVER  90  DAYS. 


Banks. 

In  effect 
Jan.l, 
1916. 

Feb,  24. 

Aug.  4. 

Nov.  20. 

In  effect 

Jan.  1, 

1917. 

Boctoo 

44 

44 
G 

5 

KewYork                    

5 

Phibdetphia 

44 

ClBTeland 

5 

RWunond 

44 

44 

AiknU                        

5 

Odctgo..                

6 

at.  Louis 

44 

44 

^Qnnfapolb                                 

5 

Kusas  CltT                  

5 

I>»Uas                                         .  ... 

44 

SiaFrandsoo 

5i 

5^ 
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ANNUAL  RBPOBT  OF   THE  FEDERAL  BE^BVE  BOABD. 


Changes  in  discount  rates  during  calendar  year  1916 — Ontinued, 

TRADE  ACCEPTANCES,  TO  30  DAYS,  INCLUSIVE. 


Bank. 

In  effect 
Jan.  1, 
1916. 

Feb. 
21. 

Mar.- 

July- 

Nov. 
25. 

Iii4ifliae( 

10 

18 

23 

5 

20 

24 

Boston 

3i 
»3i 
3 
31 
8i 
3i 

3 

3i 

3| 

New  York 

1} 

Phllfl/iAlphlA.,,. 

3| 

Cleveland 

3 

Richmond...         ... 

^ 

Atlanta 

^ 

Chicago 

31 

^ 

St.  Louis 

31 

s 

Mir>n4M^oifff  .... 

^ 

Kansas  City .* 1 

3J 
31 
3 

4 

Dallas 

li 

Bftn  Francisco  .... 

s 

1  Trade  acceptances  with  maturities  up  to  15  days,  3  per  cent. 
TRADE  ACCEPTANCES,  31  TO  60  DAYS,  INCLUSIVE. 


Bank. 

In  effect 
Jan.  1, 
1916. 

Feb. 
21. 

llar.- 

July- 

^^ 

Nov. 
25. 

Xneffset 
Jaii.l« 

mi/ 

10 

18 

23 

5 

20 

24 

3} 

3i 

3 

3i 

3i 

3i 

3 

3i 

n 

New  York 

^ 

Philadelphia. !. . 

n 

Cleveland 

3i 

n 

Richmond... 

n 

Atlanta. 

n 

Chicago 

3i 

1^ 

8t.  T-fflils... 

3J 

s 

yinnAApnl^... 

SI 

Kansas  City..               

3i 
3i 
3 

4 

Dallas 

SI 

San  Fr*ncisco, ...               ,  . 

s 

TRADE  ACCEPTANCES,  61  TO  90  DAYS,  INCLUSIVE. 


Bank. 

In  effect 

Jan.  1, 

1916. 

Jan.  12. 

Feb.  21. 

Mar.- 

^^: 

July— 

Aug.  1. 

Nov. 
25. 

Ineflaet 

Jaii.1, 

1917. 

10 

18 

5 

20 

24 

Boston 

3i 
3i 
3 

4 
4 

34 

3 

3i 

1 

4 

New  York 



8| 

Philadelphia 

8i 

J| 

Cleveland 

4 

4 

Richmond 

81 

4 

Atlanta 

3i 

Chicago 

8J 

81 

St.  Louis 

3i 

^ 

Minne^dis 

' 

31 

Kansas  City 

3J 

4 
3J 

4 

Dallas 

3i 

li 

San  Francisco 

1 

81 

1 
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Change8  in  discount  rates  during  calendar  year  1916 — Continued. 

COMMODITY  PAPER  MATURING  WITHIN  90  DAYS. 


Bank. 

In  effect 

Jan.l, 

1916. 

Apr.  22. 

May- 

-: 

July- 

rr«- 

Dec.- 

In  effect 

Jan.l, 

1917. 

10 

18 

5 

24 

7 

29 

Boston....... 

31 

4 

4 

New  York 

Phn<idf4phiH.. 

'■ 

SI 

Cleveland , 

3 
3 

3i 

3| 

\tlanta 

3 

s 

Chicago ....     .a    .      ...     .    . .      ... 

8t.  Louis 

8 
3 
3 
3 

0) 

3| 

IfinnMpnllfl 

3| 

Kansas  City , 

4 

Dallas 

S 

1  Commodity  paper  rates  as  follows:  Maturing  within  30  days,  3^  per  cent;  31  to  60  days,  4  per  cent;  61 1« 
90  days,  4|  per  cent;  91  days  to  6  months,  5  per  cent. 
Note.— Rate  for  bankers'  acceptances,  2  to  4  per  cent. 
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5  ^ 


^      <=> 


J 


1 

Ban 
Dallas.      Fran- 
cisco. 

s"  d"  2  d  d  Sf  2"  SS  2f  sf  s"  s' 

11,130 
11,070 
10,842 
11.611 
11,910 
9,745 

•  19.434 
19,204 
10,650 
20,799 
21,838 
20,996 
20.682 
21,893 
90,091 
31,544 
31,317 
30,819 

14,145 
13,880 
14,869 
15,705 
15,209 
13,957 
19,763 

si 
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SsiSS^SHii^ji^sssf 

3  5Sas""»"»'s-s-ss" 

linMnnii 

■^   ua   t^   -^  eo  w^   w^ 


I  §  §  §  s 

cr  rC  of  oT  ef 

^4     v«   •-«    *i^    C4 


^§§13 

O   0f  ^  of  ^ 


oTaTao'otfod'oo'od'-^to^o'iCar 


cT  rf  «-  ^  ^            rf  «C  tC-  tJ  «r  «r  «-  «-  d-  g-  2^  oj 
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53 


H 

11 


III 

I  a1 


s 


11 


11 


"5 


o-l 


it 


8*  S?  ft"  8f  6*  sf  a  Jf  s'  sf  s*  sf        s"  R  S*  8"  s"  a"  g"  s"  s'  g 


§  3  "!  S  H  g  §  §  §  §  S  § 


§§gs§§fsss§s  isiigfssis 


e«eC^>-«^  ^-^  ^« 
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§§S»§i§3i§iS 


«r  t^"  »  «r  -5-  -5-  o-  -5-  00*  g- 

2,633 
2,573 
2,282 
2,161 
2,058 
1,939 
2,100 
2,058 
1,915 
1,876 

15,935 
14.550 
13,713 
13,492 
13,030 
12,324 
12,532 
12,602 
17,853 
20,026 

3  2"  3  ^  <*"  •  «"  «  sf  S 

o"  o"  o'  o"  <£■  eT  oT  eT  «  oo" 

§§§i§§i§Si 

il§S88S8§S 


iSsiigiigiiS  iisiiiisg 


ooaoo»oia»oio»a»e»ei 


1 
I 


I 


I 


ii  ^  s  s  s  !S' ;;  ^  ^  s^  ^  a  1 1  gi  ^'  d  s  s  s  it  s  ^'  s= 

ililllllllilirgiilillllli 


I 


I" 


Digitized  by  VjOOQ IC 


ANNTTAt  EEPORT  OF  THE  FEDEBAL  EESEEVE  BOARD. 


48 


I*  §■    s"  R-  a"  a"  8"  a-  a"  s  s  s  2"  a 


2  51 


SSSgggSSIS^i 


^     ^     ^     rl     *H     C4 


28    igSSSSSSSSiS 


SI    sSiSlaSi 


§§   s§§§§§g§ii§s 


as 


IS 


asms 


Si 


i  I  i 


Sg      i§g§gfl8§ISi§ 


§§      l§S§§§lii§i 


R8         ^«'«^oreoc2*»-I^g«ro'oreo' 


§1    §S2iigi§gli§ 


» si  I  d  a  S3  a  «  ?  «  8  ^.  si  ^  8 


a  s  8  8  ^  8  ^  8|  J; 


S  8 


Digitized  by  VjOOQ IC 


75284*>— 17- 


44 


AHNVAI.  B£POBT  OF  THE  FBDEBAL  BESfiBVE  BOABD; 


FEDERAL  RESERVE  NOTES 
ISSUED  TO  BANKS  BY  AGENTS 


ISIS. 

DEC.30. 


1916. 

D£C.2d. 
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AKHTTAL  REPORT  OP  THE  FEDER/^L  RESERVE  BOARD. 


1 


Statement  of  Federal  Reserve  notes,  hy  denominations ,  printed,  shipped  to  Federal  Resenm 
Agents  and  United  States  suhtreasuries,  and  on  hand  in  reserve  vauU  Dee,  31 ,  191S, 


Bank. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hnndreds. 

Total. 

Boston: 

Printed .'. 

$18,580,000 
12,080,000 

$18,000,000 
11,440,000 

$6,800,000 
1,760,000 

$2,600,000 
1,600,000 

$4,400,000 
2,000,000 

$50,8»,«» 

ShiDDed 

On  hand 

6,600,000 

6,660,000 

6,040,000 

1,000,000 

2,400,000 

21,500,000 

New  York: 

Printed 

145,660,000 
74,600,000 

166,200,000 
69,520,000 

63,680,000 
24,480,000 

7,600,000 
4,200,000 

11,200,000 
7,600,000 

180,400,000 

Shipped. 

On  hand 

70,960,000 

96,680,000 

39,200,000 

3,400,000 

3,600,000 

213,840,000 

Philadelphia: 

Printed 

20,000,000 
11,880,000 

15,000,000 
10,200,000 

9,200,000 
8,400,000 

2,600,000 

5,200,000 

82,000,000 
SO,  400,000 

Shipped 

On  hand 

8,120,000 

4,800,000 

800,000 

2,600,000 

5,200,000 

21,520,000 

Cleveland: 

Printed 

17,680,000 
4,300,000 

15,120,000 
4,720,000 

10,000,000 
6,240,000 

2,400,000 
1,200,000 

4,800,000 
1,200,000 

50,000,000 
17,600,000 

Shipped 

f^n^and... 

13,380,000 

10,400,000 

8,760,000 

1,200,000 

3,600,000 

82,340^000 

Riehmond: 

Printed 

12,000,000 
8,700,000 

11,560,000 
9,400,000 

10,640,000 
8,800,000 

3,400,000 
1,800,000 

2,400,000 
800,000 

40,000,001 

«0    MA   |MA 

Shipped 

On  hand 

3,300,000 

2,160,000 

1,840,000 

1,600,000 

1,600,000 

10,600,iX)0 

Atlanta: 

Printed 

16,800,000 
12,400,000 

17,000,000 
13,800,000 

12,400,000 
10,400,000 

1,800,000 
1,600,000 

2,000,000 
1,600,000 

49,000,000 
80,800,000 

Shipped 

On  hand 

3,400,000 

3,200,000 

2,000,000 

200,000 

400,000 

9,200,000 

Chicago: 

Printed 

26,800,000 
10,780,000 

19,240,000 
6,200,000 

19,760,000 
4,800,000 

3,200,000 
1,200,000 

6,000,000 
2,400,000 

75,000,000 
24,380,000 

Shlnpfld ,  , 

On  band 

16,020,000 

14,040,000 

14,960,000 

2,000,000 

3,600,000 

50,620,000 

St.  Louis: 

Printed 

13,980,000 
11,580,000 

10,960,000 
9,040,000 

10,000,000 
6,520,000 

1,400,000 
800,000 

3^200,000 
400,000 

30,520,000 
37,340,000 

Shipped 

On  hand 

2,380,000 

1,920,000 

4,480,000 

600,000 

2,800,000 

12,180,000 

Minneapolis: 

Printed 

15,000,000 
0,180,000 

10,760,000 
8,120,000 

7,440,000 
6,400,000 

800,000 
400,000 

2,000,000 
400,000 

86,000,000 
24,500,000 

Shipped 

Unhand..,.,  , 

5,820,000 

2,640,000 

1,040,000 

400,000 

1,600,000 

11,500,000 

Kansas  City: 

Printed 

20,400,000 
13,480,000 

17,700,000 
9,040,000 

7,840,000 
6,400,000 

2,000,000 
800,000 

2,000,000 
400,000 

50.000,000 
80,120,000 

Shipped 

On  hand 

6,920,000 

8,720,000 

1,440,000 

1,200,000 

1,600,000 

19,880,000 
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StaUmenl  of  Federal  Reserve  note$,  by  dencminattons,  printed,  ehipped  to  Federal  Reserve 
AgenU  and  United  States  suhtreasurieSf  and  on  hand  in  reserve  vault  Dec,  31.  191& — 
Comtiiiixed. 


Bank. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hondreds. 

TotaL 

Dallas: 

11,240,000 
9,200,000 

12,400,000 
11,400,000 

12,160,000 
9,020,000 

2,400,000 
2,400,000 

2,400,000 
2,400,000 

40,600,000 
35,320,000 

Sbipped 

On  band 

2,040,000 

1,000,000 

2,240,000 

5,280,000 

Ban  Franebeo: 

Printed 

14,160,000 
7,340,000 

12,760,000 
6,760,000 

11,840,000 
6,800,000 

11,000,000 
6,000,000 

12,400,000 
6,800,000 

62.160.000 

supped 

33,700,000 

On  hand 

6,820,000 

6,000,000 

5,040,000 

5,000,000 

5,600,000 

28.460.000 

Vaidt  balance  Dec.  SI,  1916: 
Total  printed 

331,180,000 
185,520,000 

326,760,000 
168,640,000 

181,760,000 
99,020,000 

41,200,000 
22,000,000 

58,000,000 
26,000,000 

938,900,000 

Total  sbipped 

502,080,000 

Total  oo  band 

145,660,000 

158,120,000 

81,840,000 

19,200,000 

32,000,000 

436,820,000 

Federal  Reserve  notes  by  denominations  issued  through  the  Federal  Reserve  agents  to  Ihs 
banks^  also  amounts  retired,  and  outstanding  Dec.  SI,  1916. 


Bank. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds. 

Total. 

BoBton: 

Issoed 

$9,846,600 
8,284,110 

98,645,600 
8,396,405 

$728,200 
266,100 

$642,000 
176,900 

$1,062,300 
302,800 

$20,944,700 

Retired 

7,426,815 

Ootstandinc 

6,562,490 

6,249,195 

462,100 

465,100 

779,500 

13,518,385 

New  York: 

Issued. 

67,490,350 
25,461,395 

61,967,800 
22,432,230 

23,288,400 
5,200,560 

2,802,450 
805,750 

6,014,000 
1,109,300 

161,518,000 

Retired 

54,509,38i 

Outitandlnff 

42,028,955 

89,535,570 

18,037,840 

2,496,700 

4,904,700 

107,009,706 

PliOadelptaia: 

bsned... 

9,592,700 
3,475,006 

7,864,800 
2,578,806 

6,510,300 
839,300 

0 
0 

0 
0 

28,967,700 
6,888,110 

Rettred 

Outstanding 

6,117,695 

5,280,995 

6,670,900 

0 

0 

17,069,590 

dereland: 

lasaed. 

8,600,000 
1,236,960 

3,840,000 
1,280,965 

5,440,000 
1,108,620 

950,000 
66,750 

730,000 
44,400 

14,660,000 

Retired 

8,727,606 

Outstanding 

2,373,040 

2,550,035 

4,331,380 

883,250 

685,600 

10,832,306 

HIchmond: 

Issued 

9,079,300 
3,413,320 

10,067,700 
8,167,700 

9,264,400 
2,606,710 

1,887,200 
1,011,850 

717,000 
385,300 

81,015,600 
10,584,880 

Retirsd 

OotstandtDK 

5,665,980 

6,900,000 

6,657,690 

875,350 

331,700 

20,430,720 

:^=^=^sss 
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ANKUAL  BSPORT  OF  THE  rBDBKAI.  BSSOMfE  BOAISDU 


Fedefol  Seterwe  notn  bp  dmotrnnatwn^  imiud  through  the  Ftdeni  Buene  «ya»(«  tm- 


Bank. 

Fibres. 

Tens. 

TveoUes. 

Fifties. 

TofeaL 

AtlBBto: 

Issued 

11,914,050 
4kK4^1» 

12,817,800 
»,998,10fr 

10,480,980 
2,460^180 

1,935,450 
980,300 

1,782,900 
868,900 

38,g3U18i 
l\OiX^6f0 

Rettrod J 

Ontstandiiig 

7,150,885 

8,819,695 

8,030,800 

1,005,150 

914,000 

25,gi9.5m 

Chicago: 

Issued- 

5,440,090 
2^0(20^855 

760,000 
8a,2Q& 

2,720,600 
203,600 

200,250 
25,750 

400,100 
5,100 

9,621,000 
2,337,585 

Retired 

3,4»,195 

077,900 

2,517,000 

174,500 

395,000 

7,  IKT,  495 

St.  Louis: 

Issued 

7,092,950 
a,465>.155. 

8,022,940 
1,253,965 

5,692,160 
386^460 

200,050 
12,800 

0 
0 

21,008vl00 

4„ua,3» 

Baticed 

f>nfjff:^Tvf{r^g, ,,,,...,, 

4,627,796 

6,768,985 

6,305,780 

187,250 

0 

16,  wo,  730 

MinneapoBs: 

Issued 

9,382i«» 
1,704,735 

'S,  215, 66^ 
1,179,910 

5,096,009 
417,310 

290,800 
62,400 

3Q0|009 
43,600 

83,892,080 

3,397,955 

Retired 

7,677,285 

7,035^090 

5,277,690 

177,600 

316,409 

20,4S4,{M5 

KansMCity: 

Issued ^.. 

Retired 

13^QS7,000 
3,231,790 

8^129,900 
1,302,600 

6,^2,000 
334,500 

896,000 
316,360 

20,000 
0 

27,420,080 
5,185,249 

Ontstandinjr 

9,835,210 

6,823,400 

4,977,500 

578,650 

20,000 

22,234,29 

Issued. 

8,624,750 
3,707,580 

13,675,400 
5>333,76S 

11,608,000 
8,594,300 

2,230,000 
1,149,850 

2,130,080 
770,  «0 

38,258,730 
H,  496, 835 

R^ii^ 

Ontstandtnir 

4,917,170 

8,341,635 

8,074,380 

1,070,150 

1,359,600 

23,782,856 

Sua  FnnciMo: 

lesmd 

6y  440,099 
2,928,110 

2,360y009 
1,6*1,209 

5,200,000 
266^400 

2,000,009 
19,900 

3,600,000 
20,380 

19,800,000 
4,818,910 

Retired 

2,511,890 

1,775,800 

4,933,600 

1,980,100 

3,579,700 

n,;s,90t 

Total  Issued 

160,589,790 
67,673^180 

147,353,940 
47,585,840 

91,890,540 
17,624,040 

13,962,400 
4,068,600 

16,836,300 
3,550,180 

430,612,030 
130,501.760 

Total  retired 

Total  outstaiHling 

102,896,570 

99,767,200 

74,266,690 

9,893,809 

13,286,200 

300,110,2:0 
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Simiement  cf  Feder(d  ReMne  f%ote$^  by  dmominatMon$,  Hnce  oryomaifum  cf  bcmis,  received 
fty  mgenU^  ieeued  to  ike  htmke^  tetBormd  to  the  Comptroller  for  ikttmeiion,  and  on  hand 
Dec.  SI,  19 IS,  as  reported  6y  Federal  Reserve  agents, 

RECEIVED  FROM  COM PTEOLLER  OF  THE  CURRENCY. 


Fedcrml  ReMrvo  asant  st— 


Fires. 


Tens. 


Twenties. 


Fifties. 


Hundreds. 


Total. 


Boston 

Nmr  York... 
PUadelphte. 

ClBvelBwl 

Ridknond . ... 

AUnta 

Chieaso 

81.  Louis 

lilimeigH>ite... 


8aa  Fcasieisco.. 


Total.. 


$13,000,000 

74,eoe,OQO 

11,880,000 
4«800,000 
8,700,000 

10,8aO,OQO 
7,800,000 
7,580,000 
9,180,000 

13,040,000 
9,200,000 
4,100,000 


911,440,000 

69,sao,ooo 
ia,aoo,ooo 

4,720,000 
9,400,000 

12,000,000 
700,000 
9,040,000 
S,  120,000 
8,200,000 

11,400,000 

2,7eo,ooo 


91,700,000 
94,480,000 
8,400,000 
6,340,000 
8,800,000 
9,380,000 
2,720,000 
5,520,000 
6,400,000 
5,080,000 
9,920,000 
5,200,000 


91,600,000 

4,200,000 

0 

1,200,000 

1,800,000 

1,600,000 

200,000 

400,000 

400,000 

800,000 

3^400,000 

2,000,000 


92,000,000 

7,600,000 

0 

1,200,000 

800,000 

1,600,000 

400,000 

0 

400,000 

400,000' 

2,40^,000 

3,600,000 


928,880,000 
180,400,000 
90,480,000 
17,060,000 
29,600,000 
35,380,000 
11,880,000 
22,540,000 
24,500,000 
28,120,000 
35,320,000 
17,720,000 


179,840,000 


157,560,000 


94,480,000 


16,600,000 


20,400,000 


462,380,000 


RETURNED  BY  FEDERAL  RESERVE  BANKS. 


N^York... 

PhOada^^lila. 


CUeaco 

8t.Loiiia 

MiaiiaapoUs.. 
iCtty. 


Bib  Fnndsco.. 


TotaL. 


93,384,110 

25,461,395 
3,475,005 
1,226,960 
8,413,320 
4,754,165 
3,020,855 
3,465,155 
1,704,735 
3,231,790 
8,707,580 
3,028,110 


57,673,180 


93,396,406 
23,432,230 
2,573,806 
1,280,965 
8,167,700 
8,998,106 
82,200 
1,253,965 
1,179,910 
1,302,000 
6,333,765 
1,534,200 


47,565,840 


8206,100 

5,200,560 

889,300 

1,108,620 

2,606,710 

3,460,180 

203,600 

386,460 

417,310 

334,500 

3,534,800 

266,400 


17,<m,049 


8176,900 

306,750 

0 

06,750 

1,0U,850 

930,300 

25,750 

12,800 

52,400 

316,350 

1,149,850 

19,900 


4,068,600 


8302,800 

1,109,300 

0 

44,400 

385,300 

868,900 

5,100 

0 

43,600 

0 

770,400 

20,300 


3,550,100 


87,426,315 
54,509,235 
6,888,110 
8,737,606 
10,584,880 
13,011,690 
2,387,506 
4,118,370 
8,397,966 
5,185,240 
14,495,896 
4,818,910 


130,501,760 


TOTAL  AMOUNTS  FOR  WHICH  FEDERAL  RESERVE   AGENTS  ARE    ACCOUNTABLE. 


BostoD , 

NwrYerk... 
HiHadelphia. 
develuid.... 
^lehaiBBd... 

Attam 

CUei«a 

St  Louis 


iCtty.... 

Dribs 

8*B  Fkaaoisoo.. 

Total 


815,864,110 

100,061,395 

15,355,006 

5,526,960 
12,113,320 
15,574,166 

9,830,855 
10,045, 155 
10,884,735 
16,271,790 
13,907,580 

7,088,110 


814,836,405 
91,952,230 

13,773,806 
6,000,966 

12,567,700 

15,998,106 
842,200 

10,293,966 
9,299,910 
9,502,600 

18,733,766 
4,344,200 


831,013,180 


305,145,840  113,104,040 


83,035,100 
29,680,500 
9,339,300 
7,348,620 
11,406,710 
11,820,180 
2,923,600 
6,906,460 
6,817,310 
6,014,500 
13,454,300 
6,406,400 


81,776,900 

4,605,750 

0 

1,266,750 

3,811,850 

3,530,300 

225,750 

412,800 

452,400 

1,116,350 

8,540,850 

2,019,900 


30,668,600 


82,302,800 

8,709,300 

0 

1,214,400 

1,185,300 

2,468,900 

405,100 

0 

443,600 

«O,000 

8,170,400 

3,620,300 


33,950,100 


836,306,316 
234,909,386 
87,368,110 
21,387,696 
40,084,880 
48,391,660 
14,217,506 
36,668,370 
37,897,956 
83,306,340 
49,815,806 
33,538,910 


608,881,760 
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ANNUAL  KEPORT  OP  THE  FEDERAL  RESERVE  BOARD. 


Statement  of  Federal  Reserve  notes,  by  denominatianSj  since  i>rganUation  of  banks,  reoei'Mi 
by  agents,  issued  to  the  banks,  returned  to  the  Comptroller  for  destnuHon,  and  on  hand 
Dec.  SI,  1916,  as  reported  by  Federal  Reserve  agent^—ContinnQd, 

ISSUED  TO  FEDERAL  RESERVE  BANKS. 


Federal  Reserve  agent  at— 


Flvea. 


Tens. 


Twenties. 


Fifties. 


Hundreds. 


Total. 


Boston 

New  York 

Philadelphia... 

Cleveland 

Richmond 

Atlanta 

Chicago 

St.  Louis 

Minneapolis 

Kansas  City.... 

Dallas 

San  Frandsoo.. 


Total. 


10,846,600 

67,490,350 
9,802,700 
3,600,000 
9,079,300 

11,914,060 
5,440,090 
7.092,950 
9,382,000 

13,067,000 
8,624,750 
6,440,000 


$8,646,600 

61,967,800 

7,854,800 

8,840,000 

10,067,700 

12,817,800 

760,000 

8,022,940 

8,215,000 

8,126,000 

13,675,400 

3,360,000 


$728,200 
33,238,400 
6,510,200 
5,440,000 
9,264,400 
10,480,980 
2,720,600 
5,692,160 
5,605,000 
5,312,000 
11,606,600 
5,200,000 


$642,000 
3,802,450 


$1,082,300 
6,014,000 


950,000 

1,887,200 

1,935,450 

200,250 

200,050 

230,000 

805,000 

2,220,000 

2,000,000 


730,000 

717,000 

1,782,900 

400,100 


360,000 

20,000 

2,130,000 

3,600,000 


$30,944,700 
161,513,000 
33,957,700 
14,560,009 
31,015,600 
38,031,180 
9,521,000 
21,008,100 
33,882,000 
37,420,000 
38,258,750 
19,600,000 


160,509,750 


147,353,040 


91,890,540 


13,962,400 


16,836,300 


430,612,030 


RETURNED  TO  COMPTROLLER  FOR  DESTRUCTION. 


Boston 

New  York 

Philadelphia... 

Cleveland 

Richmond 

Atlanta 

Chicago 

St.    Louis ;. 

Minneapolis 

Kansas  City.... 

Dallas 

San  Frondsoo. . 

Total.... 


$3,277,510 
26,371^045 
3,062,306 
1,226,900 
2,514,020 
1,851,115 
1,380,805 
1,632,205 
467,735 
1,487,790 
2,272,580 
1,128,110 


45,672,180 


$8,390,806 

33,344,430 

3,359,005 

1,380,965 

1,940,000 

1,265,805 

82,200 

761,015 

289,910 

502,600 

1,512,865 

504,200 


36,223,800 


$257,900 

4,362,160 

729,100 

1,108,620 

1,582,310 

502,700 

203,000 

314,300 

132,310 

120,500 

655,700 

266,400 


10,225,000 


$174,900 
308,300 


66,750 
400,650 
49,850 
35,500 
12,750 
2,400 
21,350 
54,200 
19,900 


1,140,550 


$800,500 

1,005,300 


44,400 

123,300 

76,000 

5,000 


3,600 


5,400 
30,300 


1,673,800 


53,476,235 
6,150,410 
■  3,737,605 
6,569,280 
8,835,470 
1,696,506 
3,610,379 
805,965 
2,132,240 
4,500,745 
1,8»,010 


91,935,330 


IN  HANDS  OF  FEDERAL  RESERVE  AGENTS,  DEC.  31,  1916. 


Boston 

New  York 

Philadelphia... 

Cleveland 

Richmond 

Atlanta 

Chicago 

St.  Louis 

Minneapolis. . . . 
Kansas  City.... 

Dallas 

San  Francisco. . 


Total. 


$2,240,000 

7,200,000 

2,700,000 

700,000 

520,000 

1,809,000 

3,000,000 

1,320,000 

1,035,000 

1,717,000 

2,010,250 

520,000 


24,771,250 


$2,800,000 

7,640,000 

2,560,000 

880,000 

660,000 

1,914,500 


1,520,000 
795,000 
874,000 

1,545,600 
480,000 


21,569,000 


$1,040,000 

3,080,000 

3,000,000 

800,000 

560,000 

746,500 


990,000 

582,000 

1,190,000 


9,968,500 


$960,000 
1,400,000 


250,000 
515,000 
545,000 


200,000 
230,000 
300,000 

1,375,660 


5,565,650 


$920,000 
1,600,000 


470,000 
345,000 
610,000 


80,000 

380,000 

1,035,000 


5,440,000 


$7,960,600 
19,990,000 
7,900,600 
8,100,600 
3,560,000 
5,635,600 
3,060^000 
8,040,600 
8,130,960 
3,783,600 
7,056,400 
1,000,000 


67,834,400 


Digitized  by  VjOOQ IC 


ANNUAL  BEPORT  OF  THE  FEDEBAL  BESEBVE  BOABIX. 


51 


Statement  of  Federal  Reserve  notes,  hy  dtnominoHonSf  since  organization  of  honJcSy  received 
by  agents,  issued  to  the  hanks',  returned  to  the  Comptroller  for  destruction,  and  on  hand 
Dee,  SI,  1916,  as  reported  by  Federal  Reserve  agents — Continued. 

TOTAL  AMOUNTS  OF  FEDERAL  RESERVE  NOTES  ACCOUNTED  FOR. 


Federal  Reserve  agent  at—        Ftres. 


Tens. 


Twenties.       Fifties.      Hundreds.       Total. 


Boston 

New  York 

Philadelphia... 

Clevelaiid 

Ridnuood..... 

Atlanta 

Chicago 

8t.  Louis 

Minnei4>olis.... 
SLansasCity.... 

Dallas. 

San  Fracdsco.. 

Total 


$15,364,110 
100,061,895 
15,355,005 

5,526,960 
12,113,320 
15,574,165 

9,820,855 
10,045,155 
10,884,735 
16,271,790 
12,907,580 

7,068,110 


$14,836,405 
91,962,230 
12,773,805 

6,000,905 
12,567,700 
15,998,105 
842,200 
10,293,955 

9,299,910 

9,502,600 
16,733,765 

4,ai4,200 


$2,026,100 
29,680,560 
9,239,300 
7,348,620 
11,406,710 
11,820,180 
2,923,600 
5,906,460 
6,817,810 
6,014,500 
13,454,300 
5,466,400 


$1,776,900 
4,505,750 


$2,302,800 
8,709,300 


1,266,750 

2,811,850 

2,530,300 

225,750 

412,800 

452,400 

^  1,116,350 

*  3,549,850 

2,019,900 


1,244,400 

1,185,300 

2,468,900 

405,100 


443,600 

400,000 

3,170,400 

3,620,300 


$36,306,315 
234,909,235 
37,368,110 
21,387,605 
40,064,880 
48,391,650 
14,217,505 
26,658,370 
27,897,955 
33,305,240 
49,815,895 
22,538,910 


231,013,180 


205,145,840 


112,104,040 


20,668,600 


23,950,100 


502,881,700 


RECAPITULATION. 


ReceiTod  from  comptroller.. 
Retomed  hy  banks 

$173,340,000 
57,673,180 

$157,560,000 
47,585,840 

$94,480,000 
17,624,040 

$16,600,000 
4,068,600 

$20,400,000 
3,550,100 

$462,380,000 
130,501,760 

Total 

231,013,180 

205,145,840 

112,104,040 

20,668,600 

23,950,100 

502,881,760 

Issoed  to  hanks 

160,569,760 
45,672,180 
24,771,250 

147,353,040 
36,223,800 
21,569,000 

91,890,540 
10,225,000 
9,988,500 

13,962,400 
1,140,550 
5,565,650 

16,836,300 
1,673,800 
5,440,000 

430,612,030 

Retomed  for  destniotioD. . . . 
On  hand  Dec.  31, 1916 

94,935,330 
67,334,400 

Total 

231,013,180 

205,145,840 

112,104,040 

20,668,600 

23,960,100 

502,881,760 

MtUHated  Federal  Reserve  notes,  hy  denominations,  received  and  destroyed  since  organi- 
zation of  hanks  and  on  hand  in  vault  Dec.  SI,  1916, 
RECEIVED  FOR  DESTRUCTION. 


Bank. 

Fives. 

Tens. 

Twenties. 

FifUes. 

Hundreds. 

Total. 

Boston 

$3,277,510 
25,371,045 
8,062,305 
1,226,960 
2,514,020 
1,851,115 
1,380,805 
1,632,206 
467,735 
1,487,790 
2,272,580 
1,128,110 

$3,390,805 

22,341,430 

2,359,005 

1,280,965 

1,940,000 

1,265,805 

82,200 

751,015 

289,910 

502,600 

1,512,865 

504,200 

$257,900 

4,862,160 

729,100 

1,108,620 

1,582,310 

502,700 

203,000 

214,300 

132,310 

120,500 

655,700 

266,400 

$174,900 
303,300 

$300,500 
1,095,300 

$7,401,615 

New  York 

53,476,235 

6,150,410 

cieT«tom1 

66,750 
409,660 
49,850 
25,500 
12,750 
2,400 
21,350 
54,200 
19,900 

44,400 

123,300 

76,000 

5,000 

8,727,695 

RiAhn^m^ 

6,560,280 

^*Hinta 

8,835,470 

Qkleago 

1,696,505 

8t.Loai8 

2,610,270 

^innQaimlifl 

8,600 

805,955 

XamaiCtty 

2,132,240 

l^^iififf 

5,400 
20,300 

4,500,745 

SanFrandsoo 

1,938,910 

Total  received 

45,672,180 

86,223,800 

10,225,000 

1,140,550 

1,673,800 

94,935,330 

Total  destroyed 

45,023,280 

85,646,800 

10,008,300 

1,100,150 

1,621,200 

98,399,730 

Balance  on  hand 

648,900 

577,000 

216,700 

40,400 

52,600 

1,535,600 

Nora.— During  the  year  homed,  l)adly  mutilated,  and  fractional  parts  of  Federal  Reserve  notes 
iBOimting  to  $2,725  have  heen  identified,  valued,  and  the  hank  of  issue  determined. 
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ToUil  amownt  of  Federal  Reserve  Bank  currency  received^  iince  organization,  of  hmmkt^  hjf 
Comptroller  of  the  Currency  from  Bureau  of  Engraving  and  Printing,  inued^  mnd  am 
hand,  Dec.  31,  1916, 


Bank. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds, 

TotaL 

Bogton: 

Printed 

10 
0 

10 
0 

to 

0 

10 
0 

10 
0 

ts 

Issued 

0 

On  hand 

0 

0 

0 

0 

0 

e 

New  York: 

Printed 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 

Issued 

0 

On  hand 

0 

0 

0 

0 

0 

0 

Philadelphia: 

Printed 

• 

320,000 
0 

440,000 
0 

240,000 
0 

0 
0 

0 
0 

1,000,009 
0 

Issued 

On  hand . . 

330,000 

440,000 

240,000 

0 

0 

1,000,000 

Cleveland: 

Printed 

1,000,000 
0 

2,000,000 
0 

2,000,000 
0 

0 
0 

0 
0 

5,060,080 
0 

Issued,  a 

On  hand 

1,000,000 

2,000.000 

2,000,000 

0 

0 

5,000,000 

BichmcKid: 

Printed 

200,000 
0 

400,000 
0 

400,000 
0 

0 
0 

0 
0 

.   1,008^000 
0 

Tif^PfKl 

On  hand 

200,000 

400,000 

400,090 

0 

0 

1,000,000 

Atlanta: 

Printed 

640,000 
0 

490,000 
0 

480,000 
0 

«K),000 
0 

0 
0 

2,000,000 

0 

Issued    ..  . 

On  hand 

640,000 

480,000 

480,000 

400,000 

0 

2,000,000 

Chicago: 

Printed 

1,000,000 
0 

1,800,000 
0 

1,600,000 
0 

0 
0 

0 
0 

5,000,000 
0 

Issued 

On  hand 

1,600,000 

1,800,000 

1,600,000 

0 

0 

6,000,000 

St.  Louis: 

Printed 

Q 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 

Issued 

0 

On  hand 

0 

0 

0 

0 

0 

0 

lOnnoepoUs 

IMnted 

1,320,000 
0 

2,680,00© 
0 

0 
0 

0 
0 

0 
0 

4,000,000 

0 

Issued 

fin  hand 

1,320,000 

2,680,000 

0 

a 

0 

4,000,000 

Kansas  aty: 

Printed 

3,300,000 
1,434,900 

4,090,000 

4,000,000 

3,  MO,  000 
2,620,000 

0 
0 

0 

0 

10,000,000 
8.054,980 

Issued 

On  hand 

1,925,100 

0 

19,920 

0 

0 

1,945,028 
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Total  amount  of  Federal  Reserve  Bank  currency  received^  mr^ee  organization  of  hanks,  by 
Comptroller  of  the  Currency  from  Bureau  of  Engraving  and  Printing ,  issued^  and  on 
handy  Dec.  SI,  iP/6— Continued. 


Bank. 

WV«L 

Tins. 

Twenties. 

PtftiBS. 

Hundreds. 

Total. 

Dallas: 

Printod 

1,160,000 
640,000 

«,  400,000 
1,810,000 

^000^  OQO 
1,880,000 

0 
0 

0 
0 

5,660,000 
4,000,000 

Issued 

Oti  hand 

620,000 

560,000 

480,000 

0 

0 

1,660,000 

Ban  Francisco: 

Printed 

1,690,000 
0 

1,960,000 
0 

1,160,000 
0 

0 
0 

0 
0 

5,000,000 
0 

Issued 

On  hand    . . 

1,680,000 

1,060,000 

1,360,000 

0 

0 

5,090,000 

BECAPrrULATION. 

Total  printed 

11,390,000 

2,074,900 

16,160,000 
6,840,000 

10,720,000 
4,140,080 

400^000 
0 

0 
0 

38,660,000 
12,054,980 

Total  issued 

Total  on  hand 

0,305,100 

10,3»,000 

6,579,920 

400^000 

0 

26,606,020 

NOTB. — Plates  for  fives,  tens,  fivonties,  fifties,  and  hundreds  have  been  engraved  for  both  Boston  and 
New  York,  and  fives,  tens,  and  twenties  for  St.  Louis,  Jbut  no  currency  ordered  printed. 

Co&rr  OF  Federal  Rbsbrve  Notes. 

The  cost  to  each  Federal  R^erve  Bank  of  Federal  reserve  notes,  including  paper, 
preparing  plates,  and  printing,  but  ezcIuBive  of  coat  of  transmittal,  for  the  calendar 
year  1916  was  as  follows: 

Boston $4,846.89 

New  York 102,554.12 

Philadelphia *. 859.20 

Cleveland 0 

Richmond 6,504.29 

Atlanta 20,517.70 

Chicago 10,516.61 

8t.  Louis 7,526.60 

Minneapolis 4, 983.  36 

Kansas  City 33,543.17 

Dallas 11,135.23 

San  Francisco 7,354.72 


Total 210,400.89 
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AKKKJAL  BEPOBT  OF  THE  FEDBBAL  BB^aVS  WiABSK' 


PRinCIPAL  ASSETS  AND  LIABILITIES 
OF  THE  FEDERAL  RESERVE  BANKS, 
PEC.  30, 1315.  A  DEC  29. 1916. 


1915 


1916 


■UABIUTIES 
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CASH   RESERVES 

OF  FEDERAL  RESERVE  BANKS 


l9fS. 
oec.ao 


1916. 
Dec.29 


TOTAL   CASH  HOLDINGS 
or  FEDERAL  RESERVE  BANKS  AND  AGEfHTS 


fdfs. 

Dec.  30. 


PCC^ZS. 


75284**— 17- 
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I 


Commercial  paper,  exdtuite  of  acceptances  bought  in  open  market ,  held  by  each  Federal 
Reserve  Bank  on  Dec.  S9,  1916,  distributed  by  maturities. 

MATURITIES. 
[In  thousands  of  dollars;  i.  e.,  000*3  omitted.] 


Federal  Reserve  kank. 


WUbiB 
lOdars. 


Fran 

utoao 

days. 


From 

sitoea 

days. 


Ffom 

Mtoflt 

days. 


Over  90 

^hays. 


Total. 


cent. 


Boston 

New  York-... 
Philadelphia.. 
Clereland..^.. 
Richmond — 
Atlanta....... 

Chicago 

St.  LOuis 

IfinneapoDSu . 
Kansas  City.. 

Dallas 

San  Francisco 

Total... 
Percent 


2,425 
422 

2,326 
MO 
819 
902 
779 


80 
Ifii 

fi 


900 
5,372 
500 
142 
843 
439 
2,306 
527 
378 
130 
163 
94 


357 

1,135 

204 

68 
829 
701 
080 
806 
442 
106 
ISl 

81 


45 
139 

25 

19 
377 
891 
406 

99 
148 

97 
141 

16 


6 
3 

11 
37 
259 

n 

414 

103 

198 

6 


8,727 
7,068 
3,061 
1,062 
2,879 
3,880 
4.4I« 
1,311 
1,974 
518 
819 


9,9f7 
82.^ 


11,794 
39.06 


5,006 
16.58 


8,423 
8.02 


1,048 
3.47 


a0>196 


12.S 

23.41 

KL1« 

3.5S 

9.54 

10.23 

14.  «1 

4.9t 

6.M 

1.71 

2.71 

.91 


100.4» 


Acceptances  bought  in  open  market ,  held  by  each  Federal  Reserve  Bank  on  Dec.  29,  1916, 

distributed  by  maturities, 

MATURITIES. 
(In  thousands  of  doUars;  L  e.,  OOO^s  omitted.] 


Federal  Reserve  bank. 


Boston 

New  York.... 
Phitodeiphia.. 

Cleveland 

Richmond — 

Atlanta 

Chicago. 

St.  Louis 

IfinneapeUs.. 
Kansas  City . . 

Dallas..: 

San  Francisco 

Total... 
Percent 


Within 
10  days. 


649 

6,114 

2,860 

1,953 

1,515 

679 

1,537 

U084 

896 

731 

108 

XS03 


20.389 
15.95 


From 
11  to  30 

days. 


1,308 

10,359 

4,106 

2,185 

708 

1,449 

2,3» 

1,850 

640 

586 

725 

3,413 


29,720 
23.31 


From 

31  to  60 

days. 


7,224 
H,526 
3,897 
3,061 
363 
1,734 
3,400 
1,665 
1,600 

on 

718 
3.857 


42,766 
33.54 


From 

61  to  90 

days* 


3,254 
10,458 
3,040 
2,658 
1,103 

698 
2,948 
2,396 
2,982 
1,983 

820 
2,606 


34,682 
27.20 


Over  90 


Total. 


12,725 
41,457 
13,602 
9,871 
3,694 
4,SM 
10,  H2 
6.784 
6,138 
3,800 
2,20t 
13,379 


127,497 


Per 

cent. 


9l98 
32.  SI 
10.67 
7.74 
2.99 
3.67 
8.01 
J.38 
4.81 
S.05 
1.73 
9.71 


loaoo 
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Short-term  invegtmenti  (municipal  warrants)  held  hy  each  Federal  Reeerve  BarUsan 
Dec  29,  1916,  dietribiUed  by  maturities. 


a» 


MATURITIES 


Fel«ral  Beserre  Baak. 


Wtttlin 
M>d»7S. 


From  11 
to  SO 


Fi«m31 
to  60 


TromOl 
to  90 
days. 


Over  90 
days. 


Total. 


Per 
oent. 


B08t<B 

Newroffc.... 
PhUa«el#faia. 

ClevelaDd 

RidiBMXid — 

Atlanta 

Cfaicafo 

8t.LMii 

Mixmeapolis.. 
KanswCitir.' 

Daltai 

Sanl 


74 


187 


m 


00 
721 


1 
«8 


81 


2 
152 


466 


255 
442 

n 

52 
61 
S78 
182 
1% 
91 
63 
2 
67 


203 
835 
88 
913 


171 
195 
82 

166 


117 
95 
84 

338 
6 


129 


4 
489 
75 
26 
55 
75 
75 


972 
185 

2,685 
61 
402 

1,326 
576 
570 
164 
127 
737 


ToOri.... 
Pereent. 


i,a 

17.  < 


2,104 
23.42 


1,645 
1&83 


2,226 
24.84 


1,412 
15.73 


8,975 


9.98 

ia83 

9.18 

2».92 

.68 

4.48 

14.77 

6.42 

&3ft 

L83 

141 

s.ai 


iOiL» 


Vnited  Statu  Umds  and  waiss  held  by  all  Federal  Reserve  Bmit  on  Dae.  m,  19i^ 
distributed  by  classes  and  matmriiies. 


F«len^It«- 
serrebflBk. 

cezuols 

•iionu 

SBperea^ 
Panamas 

uum. 

Pananus 
ofl8B». 

3  per 
cent 
loan 
of 
1961. 

mmwrnr- 

sion 

bonds  of 

1946. 

notes. 

•percent 

loanot 

1925. 

TaCal. 

Boston 

$l,28S,«eO 

142,550 
1,«M,000 

903,900 
1,392,450 

8»,lfl0 
8,618,000 

522,900 
1,014,900 
7,401,260 
8.983,850 
2,633,750 

880,000 

$1,000,000 

1,205,000 

1,174,000 

618,000r 

1,070,  ooa 

824,000 

1,517,000 
801,000 
700,000 
9^,000 
705,000 
500,000 

S2,aB.0B0 

New  York.... 

8000,000 

2.217.90 

Phii.4.i.iif 

2.8B.0a) 

ClevAnid. 

RlcfafiMBdl 

500,000 
665,000 

1,000,000 
146,000 

82,586,500 

81,800 

82,360,208 

7,«0,4» 
3,260,460 

AUarta-. 

8,000 
2,581,000 
1,080,000 
1,193,740 

8400 
600 

829,900 
18,400 

600,000 
2,200 
16,600 

707,400 

2,534,080 

Chicago 

St.Loofe 

863,000 

500,800 

1,768,000 

10,875,100 
3,008,900 

Mhinrinpilh 

50,000 
162,000 
542,500 

181,000 
823,000 

3,142,340 

KanasGRy... 

88,000 
155,000 

9,485,880 
5,033,290 
3,133,750 

Dallas 

8an  Francisco. 

Tfilal 

?\^'  }^ 

a,122,i00 

Min,8oo 

7^446,300 

900 

2,176,300 

11,167,000 

5,143,200 

55,04,080 

AmonO  af  mitad  States  bonds  with  circ«lati«n 
pri^lepK 

aparent 880,488,080 

tptrcnt 7,446,808 

*WmcsB^ 5,U8,288 


ToUi.. 


U  ggg  m 


Amount  of  United  States  bonds  and  notes  without 
circulation  privilege: 

8  per  cent  of  1961 8900 

3  per  cent  conversion 2,176,300 

3  per  cent  1-year  notes 11,167,000 

Total 13,344,200 
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Principal  resources  and  liahilUies  of  all  Federal  Reserve  Banks  at  close  of  business  on  eadk 
Friday^  Jan.  7,  1916,  to  Dec.  29,  1916, 
.[In  thousands  of  dollars;  L  e.,  GOO'S  omitted.] 


Ooldooin 
andoer- 
tlfleates 
inyaalt. 


272,018 
260,865 
250,106 
263.865 
256.460 
255,284 
255,369 
262,491 
261,822 
257,875 
253,880 
260,866 
258,062 
245,778 
246,714 
239,882 
234,304 
232,284 
238,485 
246,812 
242,965 
242,253 
256,444 
262,062 
966,643 
262,088 
261,232 
260,602 
962,049 
250,081 
296,437 
258,062 
910,926 
259,799 
946,358 
948,846 
250,306 
958,711 
900,845 
966,626 
967,400 
961,515 
274,001 
978,157 
965,897 
293,441 
263,730 
961,917 
245,325 


Gold  set- 
tlement 
fund. 


81,150 

85,630 

81,620 

84,850 

85,368 

83,938 

81,648 

76,435 

74,890 

79,170 

78,970 

79,680 

75,640 

80,011 

75,600 

74,785 

75,421 

72,621 

71,911 

77,971 

91,991 

102,331 

103,481 

104,101 

106,101 

112,931 

123,611 

118,631 

'99,561 

102,911 

106,811 

106,121 

110,001 

110,961 

104,601 

118,960 

125,-271 

117,791 

194,491 

119,441 

195,961 

191,361 

122,687 

127,641 

139, 5n 

140,821 

174,801 

176,781 

181,101 


Gold 
redemp- 
tion fund. 


1,250 
1,215 
1,062 
1,146 
1,167 
1,120 
1,300 
1.512 
1,538 
1,494 
1,623 
1,578 
1,548 
1,549 
1,495 
1,473 
1,457 
1,692 
1,778 
1,825 
2,163 
1,793 
1,703 
1,833 
1,894 
1,789 
2,011 
1,970 
1,031 
1,918 
1,915 
1,852 
1,991 
1,637 
1,812 
1,884 
1,894 
1,941 
1,929 
1,910 
1,687 
1,418 
1,391 
1,394 
1,368 
1,383 
1,4M 
1,476 
1,533 


Total 
gold  re- 
serve. 


354,418 
347,700 
341,788 
340,861 
342,004 
340,342 
338,317 
340,438 
338,250 
338,539 
334,473 
342,124 
335,240 
827,338 
322.899 
316,140 
311,182 
306,597 
312, 174 
326,606 
337,139 
846,377 
360,628 
867,996 
373,638 
376,758 
386,854 
390,208 
363,541 
364,760 
365,163 
366,925 
372,918 
372,387 
361,771 
360,680 
377,473 
378,443 
887,195 
886,977 

384,284 
397,979 
407,192 
406,836 
485,645 
450,035 
480,174 
427,959 


ToUI 
cash  re* 

serve. 
Indudmg 
legal  ten- 
ders, sil- 
ver, etc. 


367,306 
361,983 
355,920 
365,357 
356,641 
355,590 
356,591 
358,116 
351,244 
358,575 
3*5, 777 
354,347 
345, 178 
338,988 
334,403 
325,645 
323,198 
816,856 
320,101 
844,306 
359,111 
860,232 
378,683 
381,618 
387,664 
404,206 
423,756 
400,482 
377,343 
381,349 
376,862 
878,052 
389,916 
384,652 
365.376 
897,167 
385,371 
886,065 
396,006 
400,968 
405,725 
894,845 
407,955 
414,076 
414,148 
452,225 
477,909 
460,010 
432,603 


Bills  dis- 
counted 

for 
member 
banks. 


30,531 
29,498 
27,968 
26,901 
25,044 
24,654 
23,678 
22.827 
21,715 
21,529 
21,608 
21,306 
21,267 
22,268 
22,162 
22,067 
21,448 
20,300 
20,007 
19,809 
20,365 
19,895 
20,155 
20,427 
20,750 
21,188 
22,025 
23,968 
28,937 
27,594 
30,415 
28,459 
26,756 
27,032 
26,392 
27,527 
r,713 
27,706 
25,953 
23,656 
21,959 
21,365 
21,131 
19,682 
19,380 
19,704 
20,501 
21,505 
38,345 


BUls 
bought 
in  open 
marlcet. 


25,048 
26,258 
27,910 
26,314 
26,279 
28,074 
29,136 
29,064 
30,783 
32,949 
36,092 
39,244 
40,408 
42,116 
44,106 
44,237 
47,586 
47,647 
49,196 
52,186 
62,708 
63,492 
68,188 
64,948 
68,953 
71,095 
70,148 
81,130 
85,382 
83,454 
79,519 
80,512 
80,138 
82,146 
79,278 
79,808 
82,609 
83,884 
80,626 
77,438 
77,527 
82,602 
86,085 
85,081 
90,913 
97,789 
102,092 
106,606 
119,782 


United 
States 
bonds. 


16,734 
17,613 
90,949 
91,879 
94,341 
95,304 
9^499 
99,689 
33,061 
34,141 
89,913 
40,184 
40,975 
46,990 
44,094 
46,904 
46, 8« 
60,137 
51,9» 
61,8»r' 
51,049 
61,001 
52,101 
52,875 
52,875 
52;  030 
52;  580 
52;  580 
40;740 
48, 6M 
48,007 
46,70 
47,080 
40,706 
40,821 
46,064 
46,015 
47,568 
46,544 
44,370 
4^049 
41,335 
40,460 
40,540 
88,863 
30,115 
80,427 
40,215 
41,548 
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Principal  retourceB  and  Uabilitie^  Bf  all  F^tUral  Bstmve  Banii  al  ckm  ojl>utmes$cn€aek 
Friday,  Jan.  7, 1916,  to  Dee.  £9,  iP7«— Condaued. 

Pn  thiMisandfl  of  doUais;  L  e^  QOO's  omitted.} 


OoUi 


tlflAtes 
iavMKlt. 


<Md9K- 


Gold 
tiODftimt 


Total 


Total 
cash  re- 
serve, 
tsdtidinii 
lecal  ten- 
ders, sa- 
ver, etc. 


Bills  dis- 


Bills 
bought 
in  open 
market. 


United 
States 
bonds. 


D«o.  15 

Dec  221 

D^» 

Total 

A-reragB  for  year 


256,418 
209,637 
281,588 


177,341 
178,811 
170,471 


1^543 
1,479 
1,654 


435,302 
440,917 
453,713 


443,209 
455,942 
471,251 


37,748 
32,297 
30.196 


122,918 
124,633 
127,497 


42^648 
43,501 
44,217 


13,448^274 
258,631 


5,  OB,  946 
100,134 


M,3 


19,155,542  19,809,063 
308^376      381, 113 


1,207  306 
9t,S71 


3,440,0M 
00,220 


2,183,6n 
41, 9« 


Jaa.7.... 
Jan.  14... 
Jan.  21... 
JaiL3S.. 
Teh.  4^. 
Feb.  11.. 
FebwlS.. 
Feil^SO.. 
BCar.1.... 
KaciO.. 
Mar.  17.. 
Mar.2C. 
lfK.31.. 
Apr.  7..., 
Apr,  14.. 
Apr.2t.. 
Apr.  28.. 
tfarS.... 
May  IS... 
M^19... 
M^26..: 

JlBMl... 

June  9... 
JuMlO.. 
June  23.. 
June  30. . 
July  7.... 
July  14... 
Jntyai... 
July  20... 
Aug;  4... 
Aiig.Il.. 
Aug.  16.. 
Ati«.3l.. 
Sept.1... 


One-year 
United 
6tat«8 

Treasory 


1,932 
3,234 
3,840 
3,840 
3,840 
3,840 
3,840 
3,840 
4^190 
4,190 
4^190 
4,190 
4,190 
4,546 
4,540 
7,190 
7,925 
7,925 
8,351 
7,885 
8,905 
8,205 


SiMrt- 
termin- 


(miu^pl- 
pal  war- 

raats). 


17,007 
19,404 

90,094 
90,602 
20^856 
25,577 
24,904 
95,403 
30^589 
32,736 
38,«B« 
32,009 
23,015 
35,256 
26,706 
35,883 
26,923 
30,154 
40,285 
44,482 
44, 9« 
30,038 
23,005 
22,007 
21,022 

22,  on 

25, 2W 
27.424 
27,723 
27,220 
27,375 
r,975 
27,708 
27,803 
21,302 


Tatal 
resources 
and  li»- 


807,579 
511,320 
117,770 
613,997 
513,300 
500,551 
613,500 
09,450 
522,0^ 
631,008 
520,998 
023,304 
526,245 
527,544 
510,707 
519,085 
885,004 
521,193 
508,3n 
586,350 
574,747 
583,791 
597,807 
003,201 
084,967 
047,113 
029^649 
013,623 
015,090 
«5,307 
610,799 
024,198 
023.611 
007,492 


Capital 
paJBtn. 


54,895 
04,899 


54,892 
54,907 
54,890 
54,886 
54,897 
54,919 
54,944 
54,937 
54,910 
54,888 
54,843 
54,845 
54,843 
54,793 
54,862 
54,850 
54,870 
54,875 
54,858 
54,863 
54,864 
54,863 
54.854 
5i858 
56,170 
56,183 
55,206 
55,148 
55,130 
66^110 
•5,^63 
55,390 


bank 

deposits. 

Bet. 


407, 214 
^2,719 
416,056 
494,664 
419,137 
431,907 
416,490 
416.566 
418.718 
426,303 


49,987 
428,407 
426,507 
4&7,349 
413,  OU 
419,943 
437,810 
468,022 
478,680 
400,432 
407,780 
477,296 
473,013 
457,003 
406,040 
474,943 
40E^O0O 
401,266 
490,025 
400,219 
506,090 
50^421 
404,097 


Ooveni^ 

meat 
deposits. 

LlablU- 
tieson 
Federal 
Reserve 
ntitesin 
dreola- 
tion. 

28,041 

12; 983 

26,879 

11,948 

28,073 

11,571 

27,700 

10, 3U 

39,880 

9,900 

26.881 

9,577 

38,946 

9,088 

33,501 

9^386 

26,043 

9,635 

30,600 

10,178 

32,380 

10,203 

36,088 

9,977 

38.400 

8,903 

27,010 

9,500 

W.7J2 

9,5U 

25,201 

9,617 

40,000 

8,851 

40,414 

8,573 

284S3 

8,402 

40,475 

8,018 

44,  m 

7,706 

80,000 

7,512 

51,51S 

7,503 

55,751 

8,008 

04,40 

9,228 

101,153 

9.440 

n4,400 

9,992 

97,  «m 

10,098 

54,377 

10,120 

56,542 

10,122 

50,007 

11,029 

83, 2» 

11,212 

49,717 

12,295 

80,009 

13,733 

90^918 

14,416 

UabOi- 
tiesen 
Federal 


XKMes. 


urn 
urn 
i»« 
i,«i* 

um 

1,730 

urn 

1,720 
1,721 
1,721 
1.7» 

hm 

lr« 

1.080 
1,080 
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Principal  resources  amd  ISaMUHa  of  all  Federal  Reserve  Banks  at  dose  of  business  ori  each 
Frubof,  Jan.  7,  1916,  to  Dec.  t9,  IWtfMlJontiimed. 
(In  tbousands  of  dolbis;  L  e.,  GOO'S  omitted.X 


One-year 
United 
States 

Treasury 
notes. 


Short- 
term  in- 
vest- 
nients 
(munici- 
pal war- 
rants). 


Total 
lieaoums 
andlia- 
biliUes. 


Capital 
paid  In. 


Member 
bank 

deiMMits, 
net. 


Govern- 
ment 
deposits. 


Liabili- 
ties on 
FedoAl 
Reserve 
notes  in 
circula- 
tion. 


LiabiU- 
tieson 
Federal 
Reterve 
bank 
notes. 


Sept.  a.. 
8epC  15. 
Sept.  23. 
8cpt.2f. 
OcUft... 
Oct.  13.. 
OcUXh. 
Oct.  27.. 
Nov.  3.. 
Not.  Id. 
Not.  17- 
Nov.a4. 
Dec.  1... 
Dec.  8... 
Dec  15.. 
Dec.  22.. 
Dec  29.. 


Total 

Average  tar  year. 


9,055 

8,099 
6,937 
8,763 
10,444 
11,097 
11,435 
11,367 
11,347 
11,167 
11,107 
11,107 
11,167 
11,107 
11.167 
11,167 


21,166 
23,714 
24,137 
24,028 
29,065 
31,542 
32,543 
20,890 
2«,100 
20,694 
18,597 
22,106 
21,254 
13.285 
11,195 
10,557 
8,975 


682,594 
627,743 
631,701 
632;741 
628,951 
638,253 
683,312 
651,136 
660,864 
650.946 
n9,217 
735»000 
710,161 
715,316 
741,061 
750,500 
708,296 


55,406 
55,416 
55,428 
55,398 
55,684 
55,682 
55,082 
55,703 
55,709 
55,710 
55,704 
55,711 
65,737 
55,746 
65,731 
55,765 
55,695 


514,225 
514,348 
518,456 
521.740 
526,019 
542,248 
538,102 
561,918 
S2,386 
656,462 
622,254 
687,072 
613  530 
618,643 
643,136 
618,787 
668,786 


44,236 
40,199 
39,947 
38,965 
33,971 
26,515 
26,116 
29,962 
28,686 
23,389 
25,171 
26,319 
26,777 
28.668 
28,762 
29,472 
28,837 


16,076 
14,223 
14,605 
13,216 
11,782 
12,316 
11,806 
11,066 
12,627 
13,886 
14,468 
14,296 
13,383 
11,423 
12,606 
15,754 
14,130 


290,216 
7,441 


1,382,155  '31406,180 
36,580  I    598,196 


2,869,297 
56,179 


25,441,117 


3,140,589 
41.164 


577,352 
11,103 


2,334 
3,214 
2,914 
3,033 
1,033 
1,033 
1,033 
1,031 
1,031 
1,030 
1,030 
1,028 
28 


60,016 
1,601 
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Exhibit  E.— GOLD  SETTLEMENT  FUND  AND  FEDERAL  RESERVE 

AGENTS'  FUND. 

Operations  of  the  Gold  Settlement  Fund  during  the  year  1916  have 
resulted  in  the  settlement  of  obligations  totaling  $5,533,966,000. 
The  resulting  change  in  ownership  of  gold  was  only  $223,870,000,  or 
4.0453  per  cent  of  the  total  obligations  settled,  as  compared  with  8.14 
per  cent  in  1915.  There  has  been  rapid  and  steady  growth  in  the 
volume  of  transactions  handled  through  the  Gold  Settlement  Fund. 
Especially  has  this  been  true  since  July  15,  1916,  when  the  Fedend 
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Reserve  Banks  began  active  check  clearing  and  collection  operations. 
This  development  is  illustrated  in  the  above  chart  showing  the 
amoimt  of  obligations  settled  through  the  fund  each  week. 

The  regulation  covering  the  operation  of  the  Gold  Settlement 
Fund  provides  that  each  Federal  Reserve  Bank  shall  keep  on  deposit 
in  the  fund  at  least  $1,000,000,  but  actual  operations  have  led  to  the 
upbuilding^of  balances  of  many  times  this  amount.  The  total  for 
the  12  banks  on  December  30,  1916,  was  $169,740,000.  The  Federal 
Reserve  Agents'  Fund,  made  of  deposits  from  nine  Federal  Reserve 
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Agents,  totaled  $102,580,000,  so  that  the  combined  totals  represented 
»272,320,000. 

The  expectation  that  the  operations  of  the  fund  would  make 
ixnnecessary,  for  the  most  part,  actual  shipments  of  gold  between 
Federal  Reserve  Banks,  has  been  well  justified  by  experience  extend- 
ing over  19  months.     No  expense  for  shipment  of  gold  in  connection 
with  the  fund's  operations  has  been  incurred  other  than  the  charges 
on  a  small  nimiber  of  shipments  made  by  banks  not  located  in  cities 
having  subtreasuries.    The  abnormal  inflow  of  gold  from  Europe 
entering  the  coimtry  at  New  York,  though  destined  in  large  part  for 
interior  points  whose  exports  had  induced   the   gold  movementi 
hsLS  influenced  materially  the  trend  of  the  settlements.     The  Federal 
Reserve  Bank  of  New  York  has  usually  been  debtor  at  the  clearings 
and  has  parted  with  gold  during  the  year  to  the  amount  of  $222,- 
147,000,  and  since  May  20, 1915,  to  the  amount  of  $303,430,000.    This 
movement  has  resulted  in  increased  reserves  held  by  other  Federal 
Reserve  Banks  and  in  increased  holdings  by  Federal  Reserve  Agents 
against  Federal  Reserve  notes  outstanding.     The  following  table 
shows  the  gold  held  by  the  Federal  Reserve  Banks  and  the  amount  of 
Federal  Reserve  notes  secured  by  gold  deposited  with  the  Federal 
Reserve  Agents  at  the  beginning  and  end  of  the  year.     It  indicates 
that  of  the  $222,147,000  of  gold  which  passed  from  the  Federal 
Reserve  Bank  of  New  York  to  the  other  eleven  Federal  Reserve 
Banks,  $107,323,000  has  been  retained  by  them  as  increased  reserve 
holdings  and  $67,369,000  has  been  deposited  with  Federal  Reserve 
Agents  as  security  for  issues  of  Federal  Reserve  notes  outstanding. 

Changes  in  gold  and  lawful  manty  holdings  of  Federal  Reserve  Banks  and  Federal  Reservg 

Agents, 


(In  tbooMnds  of  doUars; 

i.e.,00O's  omitted.) 

Boston. 

New      Phfla- 
York.  delphJa. 

Cleve- 
land. 

Rich- 
mond. 

AtlastiW 

Dee.  SO,  1915, 

Gold  and  lawful  money  held  by  or  for  accoont  of  Fed- 
eral Reserve  Bank 

18,743 
10,020 

183,214 
80,300 

18,232 
9,160 

21,812 
11,000 

15,499 
9y550 

9,061 

Gold  held  by  or  for  aooonnt  of  Federal  Reserve  Agent. . . 

14,200 

Total 

28,763 

272,514 

27,392 

32,812 

25,049 

23.281 

Dee,  S9, 1916, 

Gold  and  lawful  money  held  by  or  for  aocoont  of  Fed- 
€"U  Reserve  BAnk 

27,062 
13,518 

188,654 
107,004 

27,349 
15,770 

33,251 
10,832 

24,537 
16,601 

13,122 

Gold  beld  by  or  for  account  of  Federal  Reserve  Agent.. 

21,640 

Total ^ 

40,580 

295,658 

43, 119 

44,083 

41,138 

34,771 

Increaae  in  holdings  of  Federal  Reserve  Banks 

Increase  in  holdings  of  Federal  Reserve  Agents 

8,319 
3,498 

5,440 
17,704 

9,117 
6,610 

11  439 
-168 

9,038 
7,051 

4,041 
7,449 

Total  increase 

11,817 

23,144 

15,727 

11,271 

16,089 

11,490 

75284°--17- 
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Changes  in  gold  and  lawful  money  holdings  of  Federal  Reserve  Banks  and  Federal  Re^erpe 

Agents — Continued . 
(In  thousands  of  doUus;  L  e.  OOO^s  omitted.| 


Chicaga 

8t. 
Louis. 

Mlnn»' 
apoUs. 

^f'DaUas. 

San 
Fran- 
dsco. 

ToM. 

Dec.  SO,  1915. 

Gold  and  lawful  money  held  by  or  for  account 
of  Federal  Reserve  Bank 

37.048 
4.380 

9,157 
8,960 

7,106 
14,000 

11,072 
9,000 

13,435 
11,440 

14,090 
6,450 

35^,488 

Gold  held  by  or  for  account  of  Federal  Reserve 
Agent 

U7,4Sa 

Total 

41,438 

18,107 

21,105 

20,072 

24,875 

20,540 

555,.fl3t 

Dee,  i9,  me. 

Gold  and  lawful  money  held  by  or  for  account 
of  Federal  Reserve  Bank 

54,812 
7,188 

16,053 
12,543 

16,170 
20,484 

27,659 
19,606 

20,23S 
22,463 

22,849 
14,781 

471,251 

Gold  held  by  or  (or  account  of  Federal  Reserve 
Agent 

* 

Total 

61,9»5 

28,596 

36,654 

47,354' 

42,696 

37,130 

753,77* 

Increase  in  holdbigs  of  Federal  Reserve  Banks. 
Increase  in  holdhigs  of  Federal  Reserve  Agents. 

17,764 
2,803 

0,896 
8,593 

9,065 
6,484 

16,587 
10,605 

6.798 
11.023 

8,259 
8,331 

112, 7B 
85,  OW 

Total  increase 

20.567 

in  4.^0     i<i  .*:4Q 

27,282 

17,821 

16,590 

197,  8» 

'           '^'-~' 

' 

Member  banks  in  other  districts  have  made  a  considerable  propor- 
tion of  their  reserve  deposits  with  the  Federal  Reserve  Banks  by 
drawing  on  New  York  correspondents  or  by  utiUzing  the  proceeds  of 
New  York  exchange  acquired  during  crop-moving  or  similar  periods, 
for  this  purpose.  It  should  not,  however,  be  inferred  that  this  move- 
ment of  gold  has  involved  a  diminution  of  the  gold  holdings  of  the 
Federal  Reserve  Bank  of  New  York,  for  its  gold  holdings  have  in- 
creased sUghtly  during  the  year. 

In  the  Board's  second  annual  report,  at  page  77,  was  described  the 
establishment  and  operation  of  the  Gold  Settlement  Fund,  through 
which  the  Board  exercises  the  functions  of  a  clearing  house  for  Fed- 
eral  Reserve  Banks,  as  provided  in  section  16  of  the  Federal  Reserve 
Act.  The  subsequent  estabhshment  of  the  Federal  Reserve  Agents' 
Fimd  was  idso  described,  this  fund  consisting  of  gold  held  by  Federal 
Reserve  Agents  to  reduce  the  liabihty  of  Federal  Reserve  Banks 
against  Federal  Reserve  notes  outstanding,  and  deposited  for  con- 
venience and  safekeeping  with  the  Federal  Reserve  Board.  Weekly 
adjustments  of  the  amounts  due  among  the  Federal  Reserve  Banks 
are  made  through  the  Gold  Settlement  Fund,  principally  by  book 
entries,  and  it  is  expected  that  in  the  near  future  such  adjustments 
wiU  be  made  daily.  Upon  request  of  Federal  Reserve  Bimks,  pay- 
ments from  the  fund  are  also  made  to  the  Treasurer  of  the  United 
States  for  various  purposes,  and  transfers  are  made  to  other  Federal 
Reserve  Banks  and  to  the  credit  of  their  respective  Federal  Reserve 
Agents  in  the  Federal  Reserve  Agents'  Fimd.  A  Federal  Reserve 
Bank  having  a  credit  with  the  Gold  Settlement  Fimd  can  thus  at  any 


Digitized  by  VjOOQ IC 


ANNUAL  BEPOBT  OF  THE  FEI^RAL  BB^IBVE  BOABD.  109 

time  have  the  money  immediately  available  at  any  other  Federal 
Reserve  city,  or,  for  certain  purposes,  at  Washington. 

The  cost  of  operating  the  Gold  Settlement  Fimd  and  the  Federal 
Reserve  Agents'  Fund  has  continued  very  low,  although  somewhat 
increased  because  of  greater  expense  of  telegraphic  service,  due  to 
more  numerous  transactions.  The  total  expense  for  the  year  1916 
was  $1,343.37,  of  which  $818.31  represented  the  cost  of  telegrams, 
$25.06  printing  and  supplies,  and  $500  the  portion  of  the  deputy  set- 
tling agent's  salary  chargeable  to  the  fimd. 
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ANNUAL  REPORT  OF  THE  FEDERAL  EESERYE  BOARD. 


Condentei  iummarff  {if  tramacUons  in  Federal  Reserve  Agents  fund,  Jan,  1  to  Dec.  St, 

1916,  both  induswe. 

{GOO'S  omitted.l 


Ftderal  ReservB  A|;Mit  at— 


Balance  to 
credit  in 
fund,I>ec. 

81,  ms. 


To 
bank. 


From 
bank. 


With- 
drawalsof 

gold  at 
Washing- 
ton. 


Balance  t» 
credit  In 

faaHLDec 
ao/i»16. 


Philadelphia.. 

Richmond 

Atlanta 

Chicaip. 

BULoixis 

Minneapolis.. 
Kansas  CItj.. 

Dallas 

San  Francisco. 

Total... 


$5,000 
0,550 

13,700 
4,260 
5,000 
4,000 
7,000 
1,900 
6,456 


$2;  440 
2,710 
3,600 
1,U0 
1,480 
•  2,000 
2,000 
2,300 

8,8ao 


til, 670 
14,160 
14, 3«) 
4,3» 
5,000 
4,000 
12,460 
14,700 
ia;840 


11,060 
5,000 
8,200 

500 
2,010 

660 
8,200 
8,560 
1,150 


$11, 1» 
16,001 
16,230 
7,010 
6,510 
6^350 
14,200 
10,830 
14,311 


56,860 


21,480 


94,520 


27,320 


102,59 
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EddbitF.— BECEIPTS  AND  DISBURSEMENTS  OF  THE  FEDERAL 

RESERVE  BOARD. 

There  is  here  given  a  statement  of  receipts  and  expenditures  of  the  Federal  Reserve 
Board  in  1916.  The  total  expense  of  the  Board  for  the  calendar  year  1916  is  shown  on 
the  detailed  statement  of  commitments  to  have  been  $212,477.02.  This  figure  includes 
a  numb^  of  items  which  have  oi  necessity  been  estimated. 

Under  the  Federal  Reserve  Act  the  Federal  Reserve  Board  is  authorized  to  make 
semiannual  assessments  upon  Federal  Reserve  Banks  to  cover  its  expenses.  The  first 
assessment  ior  this  purpose  was  made  on  November  2^  1914. 

The  funds  of  the  Board  are  carried  in  a  special  account  with  the  Treasurer  of  the 
United  States,  and  transfers  are  made  by  the  Governor  of  the  Board  to  the  credit  of 
the  fiscal  agent  as  necessary.  The  accounts  of  the  Board  pass  through  the  hands  of 
the  Auditor  for  the  State  and  Other  Departments  and  are  given  the  offic'al  examination 
required  by  the  Government.  The  term  "auditor's  settlement"  under  "Disburse- 
ments" covers  settlements  made  by  transfers  of  credit  authorized  and  directed  by 
the  auditor  on  the  books  of  the  Treasury  Department.  The  t«rm  "commitments" 
where  used  covers  all  obligations  entered  into  by  the  Board  for  the  periods  stated; 
that  is  to  say,  it  covers  not  only  funds  actually  expended,  but  pledges  made  for 
materials  purchased,  salaries  accrued  but  not  paid,  etc. 

RECEIPTS. 

Unexpended  balance  Jan.  1, 1916 $37,289.77 

Asseflsments 192, 143. 60 

Bulletin,  subscriptions  to 1, 024. 70 

Reimbursonents 10. 487. 26 


Total  available $240,945.33 

DISBURSEMENTS. 

By  the  fiscal  agent  <rf  the  Federal  Reserve  Board $199, 436.  36 

Auditor's  settlements  (see  explanation  above) 27, 501. 02 

Total  disbursements 226,937.37 

Balances,  Dec.  31,  1916,  with  Treasurer  of  United  States  to 
credit  of — 

Fiscal  agent  of  the  Federal  Reserve  Board $2, 832. 46 

Federal  Reserve  Board 11,175.50 

14, 007.  96 


240, 945.  33 


GENERAL  STATEMENT. 

Total  available $240,945.33 

Receipts  account  of  reimbursable  commitment s 10, 487. 26 

Total  available  for  general  expenses,  Federal  Reserve  Board 230, 458. 07 

Commitments  for  general  expenses,  1916 $212, 477, 02 

Commitments,  1915,  paid  In  1916 8,720.56 

221,197.58 

Unencumbered  balance  Jan.  1, 1917 : 9, 260. 49 

Outstanding  commitments  Dec.  31, 1916,  remaining  unpaid 3, 808. 80 

Balance  to  credit  reimbursable  account 938. 67 


Unexp«ided  balance 14,007.96 

113 
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Exhibit   G.— EARNINGS    AND    EXPENSES   OF    THE    FEDERAL 

RESERVE  BANKS. 


Total  earnings  of  the  Federal  Reserve  Banks  for  the  calendar  year  1916 
$4,955,343,  while  total  current  expenses  for  the  same  period  were  $2,495,835.  Of 
this  total  $291,491  represents  the  estimated  expenses  of  the  transit  department  for 
the  period  July  15  to  December  31  of  the  past  year.  This  amount  is  reimbursed  to  the 
Federal  Reserve  Banks  through  special  charges  assessed  against  member  banks  which 
forward  checks  to  the  Federal  Reserve  Bank  for  collection.  Aggregate  net  earnings 
of  the  banks,  i.  e.,  total  earnings,  less  current  expenses  of  the  banks  proper,  were 
thus  $2,750,999,  or  at  the  rate  of  almost  5  per  cent  on  an  estimated  yearly  av-erage 
paid-in  capital  of  $55,178,000. 

Three  banks  report  net  earnings  in  excess  of  6  per  cent  on  their  aven^  paid-in 
capital;  five  banks  show  a  rate  in  excess  of  5  per  cent  but  less  than  6  per  cent,  while 
two  more  banks  show  net  earnings  in  excess  of  4  per  cent  but  below  5  per  cent.  Total 
current  expenses  are  composed  of  $1,975,992,  expenses  of  operation;  $298,007,  the 
cost  (including  insurance,  expressage,  etc.)  of  Federal  Reserve  currency  issued, 
returned,  and  retired  during  1916;  $192,940,  depreciation  charges;  and  $28,896,  tiie 
excess  of  disbursements  of  the  transit  departments  over  net  service  chaiges  received. 

Of  the  total  net  earnings  of  $2,750,999,  the  banks  applied  $494,314  to  charge  off 
the  balance  of  organization  expenses  carried  over  from  1915;  $8,441  to  pay  dividends 
accrued  on  stock  surrendered  or  canceled  during  the  year;  and  $1,487,402  in  pay- 
ment of  dividends  to  their  members  during  the  past  year.  The  remainder,  $760,842, 
was  carried  to  profit  and  loss.  This  amount,  combined  with  the  adjitffted  total  of 
$135,392  for  January  1,  1916,  gives  a  total  profit  and  loss  of  $896,234  carried  to  Jan- 
uary 1,  1917. 

Of  the  total  earnings  for  the  year  20.7  per  cent  was  from  bills  discounted  for  member 
banks;  31.5  per  cent  from  acceptances  bought  in  open  market;  22.3  per  cent  from 
United  States  bonds  and  Treasury'  notes,  and  14.3  per  cent  from  municipal  warmntBy 
while  6.1  per  cent  represents  profits  realized  from  the  sale  and  appreciation  of  United 
States  securities  owned.  The  remainder,  5.1  per  cent,  represents  commissions  earned 
on  acceptances  and  warrants  bought  for  other  Federal  Reserve  Banks,  charges  foe 
transfers  of  funds  for  member  and  nonmember  banks,  penalties  and  interest  on 
deficient  reserves,  and  sundry  smaller  profits. 

Of  the  total  expenses  of  operation,  $559,949,  or  28.3  per  cent,  went  as  compensa- 
tion to  the  clerical  staff  and  $495,560,  or  25.1  per  cent,  as  salaries  to  bank  officers. 
Nearly  10  per  cent  of  total  expenses  of  operation,  or  $192,277,  is  represented  by  the 
contributions  of  the  banks  for  the  support  of  the  Federal  Reserve  Board.  Bent 
paid  by  all  banks/except  Dallas,  totaled  $164,965,  or  8.3  per  cent  of  the  toal  expenses 
of  operation.  Postage  and  printing,  including  stationery,  are  the  two  other  items 
next  in  importance  in  the  expense  budget  of  the  banks. 

Current  expenses  are  exclusive  of  $170,697  expended  during  the  year  in  the  pur- 
chase of  additional  furniture  and  equipment.  The  total  written  off  this  account 
during  the  year  is  $185,440,  leaving  a  balance  on  January  1,  1917,  of  $255,249. 

Dallas  owns  a  banking  house,  while  Richmond  and  Atlanta  own  ground  for  the 
erection  of  bank  buildings.  The  total  amount  invested  in  bank  premises  by  these 
three  banks  is  given  as  $368,222. 

Diuing  1916  a  total  of  $230,778  was  paid  for  the  printing  and  shipping  of  Federal 
Reserve  notes,  while  the  total  cost  of  notes  issued  to  the  banks  and  duu^ged  to  cur- 
rent expenses  was  $270,743.  From  November,  1914,  to  December  31,  1916,  the 
banks  have  paid  $1,035,483  for  printing  and  shipping  Federal  Reserve  notes  and 
have  charged  off  during  the  same  period  a  total  of  $533,161  for  notes  issued,  leaving 
thus  a  balance  of  $502,322  at  the  beginning  of  1917. 
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Exhibit  IL— CHANGES  IN  FEDERAL  RESERVE  DISTRICTS. 

When  the  annual  report  of  the  Board  for  1915  was  prepared  the 
Board  had  acted  favorably  on  the  following  petitions  for  changes  in 
Federal  Reserve  districts,  under  section  1  of  the  Federal  Reserve  Act: 

The  petition  of  certain  banks  in  northern  New  Jersey  for  transfer 
from  district  No.  3  to  district  No.  2. 

The  petition  of  certain  banks  in  West  Virginia  for  the  transfer  of 
the  counties  of  Wetzel  and  Tyler  from  district  No.  5  to  district  No.  4. 

The  petition  of  certain  banks  in  Oklahoma  for  transfer  from 
district  No.  11  to  district  No.  10. 

The  petition  of  certain  banks  in  Nebraska  and  Wyoming  for 
transfer  from  district  No.  10  to  district  No.  7  had  been  denied. 

There  remained  for  action: 

The  petition  of  the  city  of  Baltimore  to  be  designated  as  the  head- 
quarters of  district  No.  5  in  place  of  Richmond,  Va. 

The  petition  of  the  city  of  Pittsburgh  to  be  designated  as  the  head- 
quarters of  district  No.  4  in  place  of  Cleveland,  Ohio. 

The  petition  of  certain  banks  in  southern  Wisconsin  to  be  trans- 
ferred from  district  No.  9  to  District  No.  7. 

The  petition  of  certain  banks  in  Connecticut  to  be  transferred  from 
district  No.  1  to  District  No.  2. 

There  was  filed,  on  December  21,  1915,  a  petition  on  the  part  of 
certain  banks  in  southern  Louisiana  to  be  transferred  from  district 
No.  11  to  district  No.  6. 

The  opinion  of  the  Attorney  General,  of  April  14,  1916,  holding 
that  the  Board  had  no  power  under  the  law  to  abolish  existing  Federal 
Reserve  Banks  or  Federal  Reserve  districts,  automatically  disposed 
of  the  petitions  from  Baltimore  and  Pittsburgh. 

There  remained  then  for  action,  the  petition  from  Louisiana  banks, 
that  from  banks  in  southern  Wisconsin,  and  that  from  banks  in 
Connecticut. 

Action  has  been  taken  by  the  Board  upon  all  of  these  petitions  and 
there  are  none  now  pending. 

Favorable  action  was  taken  on  the  petition  of  Louisiana  banks  to 
be  transferred  from  district  No.  11  to  district  No.  6. 

The  petition  of  Wisconsin  banks  to  be  transferred  from  district 
No.  9  to  district  No.  7  was  granted,  and  the  banks  in  the  county  of 
Fairfield,  Conn.,  bordering  upon  New  York  State  were  transferred 
from  the  first  to  the  second  district. 
122 
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The  details  of  changes  made  prior  to  December  31,  1916,  will  be 
found  in  the  annual  report  for  that  year,  on  page  114. 

Below  are  given  the  orders  entered  in  the  three  petitions  acted 
upon  by  the  Board  in  1916: 

Febkuart  28, 1916. 

8ib:  I  have  the  honor  to  inform  you  that  the  Federal  Reserve  Board  on  February 
25  adopted  the  following  resolution: 

*'Rewlv€dj  That  all  of  Louisiana  north  of  the  parishes  of  Vernon,  Rapides,  and 
Avoyelles  remain  in  the  Eleventh  Federal  Reserve  District,  and  that  the  remaining 
part  of  the  State  of  Louisiana  now  in  the  Eleventh  District  be  transferred  to  the  Sixth 
Federal  Reserve  District,  and  the  banks  therein  allotted  to  the  New  Orleans  Branch 
of  the  Federal  Reserve  Bank  of  Atlanta.'' 

Accordingly,  the  following  banks  now  members  of  the  Eleventh  Federal  Reserve 
District,  and  owning  stock  in  the  Federal  Reserve  Bank  of  Dallas,  will  be  transferred 
to  the  Sixth  Federal  Reserve  District  and  will  take  out  a  corresponding  amount  of 
stock  in  the  Federal  Reserve  Bank  of  Atlanta.  These  banks  will  be  classed  as  belong- 
ing to  the  territory  assigned  to  the  New  Orleans  Branch  of  the  Federal  Reserve  Bank 
of  Atlanta. 


Bank. 


Capital. 


Surplus. 


First  Natkmal.Abbevflle 

Pint  Natkmal,  Alexandria 

First  National,  Jeanerette 

First  National,  La&vette 

Oikasiea  National .  Lake  Charles. 

First  Natkmal,  Lake  Charles 

Peoples  National.  New  Iberia. . . . 

StateNatkmal,  New  Iberia. 

Opekiusas  National,  r 

Pfaottfs  National,  Ou^»»( 

First  Natkmal,  Viile  Platte 

First  National  Bank  of  Arcadia  Parish,  Crowley 

First  Natkmal,  De  Bidder 

First  Natfenal,  Eunice 

First  Natkmal,  Morgan  City. ... . 
New  Iberia  NatkmalTNew  Iberkt 


S50,000 
100,000 
50,000 
100,000 
150,000 
100,000 
100,000 
100,000 
50,000 
50,000 
25,000 
50,000 
25,000 
30,000 
50,000 
50,000 


$50,000 
200,000 
50,000 
100,000 
50,000 
40,000 
20,000 
30,000 
50,000 
15,000 


12,500 
7,000 
6,000 

50,000 
500,000 


The  question  of  transfers  of  capital  stock  from  the  Federal  Reserve  Bank  of 
Dallas  to  the  Federal  Reserve  Bank  of  Atlanta  will  require  your  attention,  and  it 
is  suggested  that  you  follow  in  this  matter  the  same  procedure  which  was  laid  down 
by  the  Board  in  effecting  the  transfer  of  the  banks  of  West  Virginia  from  the  Fifth  to 
the  Fourth  Federal  Reserve  District  some  nine  months  ago.  I  inclose  a  copy  of  the 
Federal  Reserve  Bulletin  for  July,  on  page  142  of  which  you  will  find  the  details  of 
the  process  fully  set  forth.  You  should  note  in  communicating  with  member  banks 
that  this  proceeding  is  a  readjustment  under  the  Board's  general  power,  and  not  a 
review  on  appeal.  The  Board  will  be  glad  to  hear  from  you  with  respect  to  the  ar- 
rangemejit  of  any  details  that  may  seem  to  call  for  further  adjustment.  Would  it 
be  agreeable  that  the  transfer  be  made  effective  as  of  April  1?  Please  notify  that 
the  Board  may  enter  the  formal  order. 
ReepectfuUy, 

H.  Parker  Wilus,  Secretary. 
Mr.  M.  B.  Wellborn, 

Chairman  Bowrd  of  Directors,  Federal  Reserve  Bank  of  Atlanta, 
75284*>— 17 9 
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OBDBB  AMENDING  THE  GEOGRAPHICAL  LIMITS  OF  DISTRICTS  N08.  6  AND  11. 

At  a  stated  meeting  of  the  Federal  Reserve  Board,  duly  held  at  its  office  in  the 
city  of  Waahington,  D.  C,  March  6,  1916. 

Present:  Mr.  Hamlin,  Governor;  Mr.  Delano,  Vice  (Jovemor;  Mr.  Miller;  Mr.  Hard- 
ing; Mr.  Warburg;  Mr.  Williams. 

In  the  matter  of  readjusting  the  geographical  limits  of  districts  Nob.  6  and  11  in 
accordance  with  the  power  vested  in  the  Federal  Reserve  Board  by  section  2  of  tiM 
Federal  Reserve  Act. 

Whereas  the  Federal  Reserve  Board  is  authorized  and  empowered  by  section  2  of 
the  Federal  Reserve  Act  to  readjust  the  Federal  Reserve  districts;  and 

Whereas  upon  consideration  of  (a)  the  petition  of  certain  banks  in  Louisiana  for 
the  transfer  from  district  No.  11  to  district  No.  6  of  all  that  part  of  Louisiana  then 
situate  in  district  No.  11;  (6)  the  printed  briefe  and  exhibits  filed  by  counsel,  it 
appears  to  the  Federal  Reserve  Board  that  the  convenience  and  customary  couise 
of  business  and  the  best  interests  of  the  Federal  Reserve  System  will  be  served  by 
a  readjustment  of  the  geograj^cal  limits  of  districts  Nos.  6  and  11: 

Now,  therefore,  the  Federal  Reserve  Board  doth  order — 

(1)  That  district  No.  11  be  readjusted  and  altered  so  as  to  include  the  State  of 
Texas;  all  that  part  of  New  Mexico  not  included  in  district  No.  10;  the  counties  of 
Pima,  Graham,  Greenlee,  Cochise,  and  Santa  Cruz,  all  situate  in  the  State  of 
Arizona;  the  counties  of  Marahall,  Bryan,  Choctaw,  Pushmataha,  McCurtain, 
Johnson,  Atoka,  and  Coal,  all  situate  in  the  State  of  Oklahoma;  and  all  that  part  of 
Louisiana  situate  north  of  the  northern  boundaries  of  the  parishes  of  Vernon,  Rap- 
ides, and  Avoyelles. 

(2)  That  district  No.  6  be  readjusted  and  extended  so  as  to  include  the  States  of 
Florida,  Georgia,  and  Alabama;  all  that  part  of  the  State  of  Tennessee  not  included 
in  district  No.  8;  all  that  part  of  the  State  of  Mississippi  not  included  in  district  No. 
8;  and  all  that  part  of  the  State  of  Louisiana  south  of  the  northern  boundaries  of  the 
parishes  of  Vernon,  Rapides,  and  Avoyelles. 

(3)  That  the  alterations  in  districts  Nos.  6  and  11  directed  in  this  order  become 
effective  April  1, 1916. 

(4)  That  the  Federal  Reserve  Banks  of  Atlanta  and  Dallas  be  notified  of  the 
changes  made  in  the  districts  referred  to  and  directed  to  take  such  action  as  may 
be  necessary  for  the  transfer  of  membership  of  the  banks  included  in  the  terri.tory 
affected. 

(5)  Hiat  a  copy  of  this  order  be  filed  with  the  Comptroller  of  the  Currency  in  order 
that  the  certificate  of  the  Reserve  Bank  Oiganization  Committee  may  be  inroperly 
amended. 

C.  S.  Hamun,  Ocvemor, 
Attest: 

H.  Parker  Willis,  Secretary. 


March  1, 1916. 
Sir:  1  have  the  honor  to  inform  you  that  the  Federal  Reserve  Board  on  February 
29  adopted  a  resolution  transferring  the  banks  situated  in  Fairfield  County,  Conn., 
from  district  No.  1  to  district  No.  2. 

Accordingly  the  following  banks,  now  members  of  the  First  Federal  Reserve 
District,  and  owning  stock  in  the  Federal  Reserve  Bank  of  Boston,  will  be  transferred 
to  the  Second  Federal  Reserve  District,  and  will  take  out  a  corresponding  amount  of 
stock  in  the  Federal  Reserve  Bank  of  New  York: 
Bethel  National  Bank,  Bethel,  Conn. 
First  Bridgeport  National  Bank,  Bridgeport,  Conn. 
City  National  Bank,  Bridgeport,  Conn. 
Connecticut  National  Bai]Jc,  Bridgeport,  Conn. 
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Danbury  National  Bank,  Danbuiy,  Conn. 

City  National  Bank,  Danbury,  Conn. 

Greenwich  National  Bank,  Greenwich,  Conn. 

First  National  Bank,  New  Canaan,  Conn. 

Central  National  Bank,  Norwalk,  Conn. 

Fairfield  County  National  Bank,  Norwalk,  Conn. 

National  Bank  of  Norwalk,  Conn. 

First  National  Bank,  Ridgefield,  Conn. 

City  National  Bank,  South  Norwalk,  Conn. 

First  National  Bank,  Stamford,  Conn. 

Stamford  National  Bank,  Stamford,  Conn. 
The  question  of  traxisfers  of  capital  stock  from  the  Federal  Reeerve  Bank  of  Boeton 
to  the  Federal  Reserve  Bank  of  New  York  will  require  your  attention,  and  it  is  sug- 
gested that  you  follow  in  this  matter  the  same  procedure  which  was  laid  down  by  the 
Board  in  effecting  the  transfer  of  the  banks  of  West  Virginia  from  the  Fifth  to  the 
Fourth  Federal  Reserve  District  some  nine  months  ago.  I  inclose  a  copy  of  the 
Federal  Reserve  Bulletin  for  July,  on  page  142  of  which  you  will  find  the  details 
of  the  process  folly  set  forth.  You  should  note  in  communicating  with  member 
banks  that  this  pioceeding  is  a  readjustment  under  the  Board's  general  power,  and 
not  a  review  on  appeal.  The  Board  will  be  glad  to  hear  from  you  with  respect  to  the 
arrangement  of  any  details  that  may  seem  to  call  for  further  adjustment.  Would 
it  be  agreeable  that  the  transfer  be  loade  effective  as  of  April  1?  Please  notify,  that 
the  Board  may  enter  its  formal  order. 
Respectfully, 

H.  Parker  Willis,  Secretary. 
Mr.  PiBRBS  Jay, 

Chairman  Board  of  Directord^  Federal  Reserve  Bank  of  New  York. 


ORDER  AMBNDINO  THE  GEOGRAPHICAL  LIMITS  OF  DISTRICTS   NOS.   1  AND  2. 

At  a  stated  meeting  of  the  Federal  Reserve  Board,  duly  held  at  its  ofi&ce  in  the  city 
(^  Washington,  D.  C,  March  6,  1916. 

Present:  Mr.  HamUn,  Governor;  Mr.  Delano,  Vice  Governor;  Mr.  Miller;  Mr. 
Harding;  Mr.  Warburg;  Mr.  Williams. 

In  the  matter  of  readjusting  the  geographical  limits  of  districts  Nos.  1  and  2  in 
accordance  with  the  power  vested  in  the  Federal  Reserve  Board  by  section  2  of  the 
Federal  Reserve  Act. 

Whereas  the  Federal  Reserve  Board  is  authorized  and  empowered  by  section  2 
of  the  Federal  Reserve  Act  to  readjust  the  Federal  Reserve  districts;  and 

Whereas,  upon  consideration  of  (a)  the  petition  of  certain  banks  in  Connecticut 
for  the  transfer  from  district  No.  1  to  district  No.  2  of  all  that  part  of  Connecticut 
east  of  the  Connecticut  River;  (6)  the  answer  of  the  Federal  Reeerve  Bank  of  Boston, 
MasB.;  (c)  the  brie&  of  counsel  and  the  oral  arguments  heard  by  the  Federal  Reserve 
Board,  it  appears  to  the  Federal  Reserve  Board  that  the  convenience  and  customary 
cotuse  of  business  and  the  best  interests  of  the  Federal  Reserve  System  will  be  served 
by  a  readjustment  of  the  geographical  limits  of  districts  Nos.  1  and  2: 

Now,  therefore,  the  Federal  Reserve  Board  doth  order — 

(1)  That  district  No.  1  be  readjusted  and  altered  so  as  to  include  the  States  of 
Maine,  New  Hampshire,  Vermont,  Massachusetts,  Rhode  Island,  and  all  of  the  State 
of  Connecticut  except  the  county  of  Fairfield. 

(2)  That  district  No.  2  be  readjusted  and  extended  so  as  to  include  the  State  of 
New  York,  the  counties  of  Monmouth,  Middlesex,  Hunterdon,  Somerset,  Union, 
Enex,  Passaic,  Hudson,  Bergen,  Morris,  Sussex,  and  Warren,  all  situate  in  the  State 
of  New  Jersey,  and  the  county  of  Faurfield,  situate  in  the  State  of  Connecticut. 
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(3)  That  consideration  of  fso  much  of  the  petition  of  the  Connectacut  banks  as 
requests  the  transfer  of  that  part  of  Connecticut  west  of  the  Connecticut  River  ^vdiicii 
is  not  covered  by  this  order  be  continued  without  prejudice  until  the  further  ofder 
of  the  Board. 

(4)  That  the  alterations  in  districts  Nos.  1  and  2  directed  in  this  order  become 
effective  April  1, 1916. 

(5)  That  the  Federal  Reserve  Banks  of  Boston  and  New  York  be  notified  of  the 
changes  made  in  the  districts  referred  to  and  directed  to  take  such  action  as  may  be 
necessary  for  the  transfer  of  membership  of  the  banks  included  in  the  territory  affected. 

(6)  That  a  copy  of  this  order  be  filed  with  the  Comptroller  of  the  Currency  in  ord« 
that  the  certificate  of  the  Reserve  Bank  Organization  Committee  may  be  properly 
amended. 

C.  S.  Haklin,  Governor. 
Attest: 

H.  Parker  Willis,  Secretary, 


ORDER  AMENDING   THE   OEOORAPHICAL  LIMITS   OF  DISTRICTS   NOS.    7  AND  9. 

At  a  stated  meeting  of  the  Federal  Reserve  Board,  duly  held  at  its  office  in  the  dty 
of  Washington,  D.  C,  October  12,  1916. 

Present:  Mr.  Harding,  (Jovemor;  Mr.  Warburg,  Vice  Governor;  Mr.  Hamlin;  Mr. 
Delano;  Mr.  Miller;  Mr.  Williams. 

In  the  matter  of  readjusting  the  geographical  limits  of  districts  Nos.  7  and  9  in  ac- 
cordance with  the  power  vested  in  the  Federal  Reserve  Board  by  section  2  of  the 
Federal  Reserve  Act. 

Whereas  the  Federal  Reserve  Board  is  authorized  and  empowered  by  section  2  of 
the  Federal  Reserve  Act  to  readjust  the  Federal  Reserve  districtB;  and 

Whereas,  upon  further  consideration  of— (a)  The  petition  of  certain  banks  in  Ws- 
consin  for  the  transfer  from  district  No.  9  to  district  No.  7  of  all  that  part  of  Wisconsm 
situated  in  district  No.  9  east  of  the  western  boundaries  of  the  counties  of  Ashland, 
Price,  Taylor,  Clark,  Jackson,  and  Monroe;  (6)  The  answer  of  the  Federal  Reserve 
Bank  of  Minneapolis;  (c)  The  briefs  of  counsel  and  arguments  heard  by  the  Federal 
Reserve  Board;  it  appears  to  such  Board  that  the  convenience  and  customary  course 
of  bufflness  and  the  best  interests  of  the  Federal  Reserve  system  will  be  served  by  a 
readjustment  of  the  geographical  limits  of  districts  Nos.  7  and  9: 

Now,  therefore,  the  Federal  Reserve  Board  doth  order — 

(1)  That  district  No.  7  be  readjusted  and  altered  so  as  to  include  the  State  of  Iowa, 
all  that  part  of  Wisconsin  located  south  of  the  northern  boundary  of  the  comities  d 
Marinette,  Oconto,  Langlade,  Marathon,  and  Clark;  and  east  of  the  western  bound- 
ary of  the  counties  of  Clark,  Jackson,  Monroe,  Vernon,  Crawford,  and  Grant;  all  of 
the  southern  peninsula  of  Michigan,  viz,  that  part  east  of  Lake  Michigan;  all  that  part 
of  Illinois  located  north  of  a  line  forming  the  southern  boundary  of  the  following 
counties:  Hancock,  Schuyler,  Cass,  Sangamon,  Christian,  Shelby,  Cumberland,  iuid 
Clark;  and  all  that  part  of  Indiana  north  of  a  line  forming  the  southern  boundary  of 
the  following  counties:  Vigo,  Clay,  Owen,  Monroe,  Brown,  Bartholomew,  JenningB, 
Ripley,  and  Ohio. 

(2)  That  district  No.  9  be  readjusted  and  altered  so  as  to  include  the  States  of 
Montana,  North  Dakota,  South  Dakota,  Minnesota,  all  that  part  of  Wisconsin  not  in- 
cluded in  district  No.  7  and  all  that  part  of  Michigan  not  included  in  district  No.  7. 

(3)  That  the  alterations  in  districts  Nos.  7  and  9  directed  in  this  order  become 
effective  January  1, 1917. 

(4)  That  the  Federal  Reserve  Banks  of  Chicago  and  Minneapolis  be  notified  of  the 
changes  made  in  the  districts  referred  to  and  directed  to  take  such  action  as  may  be 
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neceeeary  for  the  transfer  of  membership  of  the  banks  included  in  the  territory  af- 
fected. 

(5)  That  a  copy  of  this  order  be  filed  with  the  Comptroller  of  the  Currency  in  order 
that  the  certificate  of  the  Reserve  Bank  Organization  Committee  may  be  properly 
amended. 

W.  P.  G.  Harding,  Governor, 
Attest: 

H.  Parker  Willis,  Secretary. 


Transfers  of  counties  resulting  from  the  order  are  as  follows: 

Counties  in  Wisconsin  transferred  from  district  No.  9  to  district  No.  7, 


Adams. 

Fond  du  Lac. 

Langlade. 

Monroe. 

Sheboygan. 

Brown. 

Green  Lake. 

Manitowoc. 

Oconto. 

Waupaca. 

Calumet. 

Jackson. 

Marathon. 

Outagamie. 

Waushara. 

Clark. 

Juneau. 

Marinette. 

Portage. 

Winnebago. 

Door. 

Kewaunee. 

Marquette. 

Shawano. 

Wood. 

Counties  in  Wisconsin  remaining  in  district  No. 

9. 

Ashland. 

Douglas. 

Iron. 

Pierce. 

Sawyer. 

Barron. 

Dimn. 

La  Cross. 

Polk. 

Taylor. 

Bayfield. 

Eau  Claire. 

Lincoln. 

Price. 

Trempealeau 

Buffalo. 

Florence. 

Oneida. 

Rusk. 

Vilas. 

Burnett. 

Forest. 

Pepin. 

St.  Croix. 

Washburn. 

Chippewa. 

Counties  in  Wisconsin  now  in 

district  No.  7. 

Adams. 

Fond  du  Lac. 

Kewaunee. 

Oconto. 

Sheboygan. 

Brown. 

Grant. 

Lafayette. 

Outagamie. 

Vernon. 

Calumet. 

Green. 

Langlade. 

Ozaukee. 

Walworth. 

Clark. 

Green  Lake. 

Manitowoc. 

Portage. 

Washington. 

Columbia. 

Iowa. 

Marathon. 

Racine. 

Waukesha. 

Crawford. 

Jackson. 

Marinette. 

Richland. 

Waupaca. 

Dane. 

Jefferson. 

Marquette. 

Rock. 

Waushara. 

Dodge. 

Juneau. 

Milwaukee. 

Sauk. 

Winnebago. 

Door. 

Kenosha. 

Monroe. 

Shawano. 

Wood. 

Transfers  of  member  banks  resulting  from  the  order  are  as  follows: 

National  banks  in  Wisconsin  transferred  from  district  No.  9  to  district  No.  7. 


City. 


Antigo 

AppletoD. 


Berliii 

Black  River  Falls. 

Bnllioo 

Chitton 

CUntoDTiUe 

gale 

g«Pere 

Fond  du  Lac 


OfBDd  Rapids. 


Name  of  bank. 


First  National  Bank 

Langlade  National  Bank 

Citizens  National  B^ 

Commercial  NationaiBank . . . 

First  National  Bank 

....do 

.....do 

....do 

Chilton  National  Bank 

First  National  Bank 

do 

National  Bank  of  De  Pere 

Commercial  National  Bank . . . 

First  National  Bank 

Fond  duLac  National  Bank . . 

atlxens  National  Bank 

First  National  Bank 

Wood  County  National  Bank . 


Capital.      Surplus. 


$100,000 

S20,000 

50.000 

25,000 

160,000 

50,000 

150,000 

100,000 

300,000 

100,000 

75,000 

25,000 

50,000 

.12,500 

25,000 

7,600 

50,000 

10,000 

00,000 

12,000 

25,000 

3,400 

50,000 

25,000 

125,000 

75,000 

125,000 

25,000 

200,000 

50,000 

100,000 

10,500 

100,000 

50,000 

100,000 

100,000 
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National  banks  in  Wisconsin  transferred  from  district  No.  9  to  district  No.  7— ContiniiaiL 


\ 


city. 


Green  Bay . 


Kaukaiina.. 

Manawa 

Manitowoc. 
Marinette... 

Marshfleld.. 


Menasha.. 
Neenah... 


NeiUsviUe.... 
New  London . 
Oconto 


Osbkosh.. 


Peshtigo... 
Princeton . 
Ripon 


Beymour. 
SfaAwano. 


Stevens  Point. 


Tlgerton.. 
Waupaca. 
Wausau.. 


Weyauwega. 


Name  of  bank. 


Cititens  National  Bank 

Kellogg  National  Bank 

McCaruiey  National  Bank 

First  NaUonal  Bank 

do 

National  Bank  of  Manitowoc 

First  National  Bank  A 

Stephenson  National  Bank 

American  National  Bank 

First  National  Bank 

do 

do 

National  Manufacturers  Bank 

First  National  Bank 

do 

Citizens  National  Bank 

Oconto  National  Bank 

City  National  Bank 

Commercial  National  Bank 

Old  National  Bank 

Peshtieo  National  Bank 

First  National  Bank 

do 

German  National  Bank 

First  National  Bank 

do 

German-American  National  Bank.. 

dtisens  National  Bank 

First  National  Bank 

do 

Old  National  Bank 

First  National  Bank 

National  German  American  Bank. 
First  National  Bank 


CapitaL 


Total 5,510,000 


S250,00O 

200,000 

200,000 

fi0,00O 

26,000 

lOO.OOO 

100,000 

100,000 

50,000 

65,000 

80,000 

125,000 

100,000 

50,000 

50,000 

65,000 

80,000 

200,000 

200,000 

800,000 

25,000 

25,000 

100,000 

100,000 

30,000 

50,000 

25,000 

100,000 

100,000 

25,000 

50,000 

850,000 

800,000 

25,000 


SurpioL 


$100,000 
SO,O0O 

100.  on 

10,008 

5,  ODD 

10,000 

40,000 

100,000 

40,000 

66,000 

»,000 

82,600 

27,500 

10,000 

18,500 

18,000 

12,000 

40,000 

100,000 

100,000 

10,000 

6,000 

35,000 

26,000 

8,500 

25,000 

40,000 

30,000 

»,O0O 

6;ooo 

15,000 

150,000 

150,000 

4,000 


8,133,000 


OPINION  OF  ATTORNEY  GENERAL  AS  TO  REDISTRICTING. 

Dbpabtment  of  Justice, 
Washvngton,  April  Uy  1916. 
Sir  :  At  the  request  of  the  Federal  Reserve  Board,  you  have  submitted  the  followiiig 
queetions  for  my  opinion: 

I.  Can  the  Federal  Reserve  Board  legally  change  the  present  location  ol  any  Fed- 
eral Reserve  Bank: 

(a)  In  the  case  where  there  has  been  no  alteration  in  the  district  lines;  and 
(6)  In  the  case  where  there  has  been  such  readjustment  of  district  lines  as  in  the 
opinion  of  the  Board  necessitates  the  designation  of  a  new  Federal  Reserve  dty  in 
order  that  due  regard  may  be  given  to  the  convenience  and  customary  course  of 
business  as  required  by  section  2  of  the  Federal  Reserve  Act? 

II.  Must  the  Federal  Reserve  Board,  in  exercising  its  admitted  power  to  readjust, 
preserve  the  $4,000,000  minimum  capitalization  required  of  each  Federal  Reserve 
Bank  as  a  condition  precedent  to  the  commencement  of  business? 


In  my  opinion  of  November  22, 1915, 1  expressed  the  view  that  the  Federal  Reserve 
Act  does  not  confer  on  the  Federal  Reserve  Board  the  power  to  abolish  any  of  the 
existing  Federal  Reserve  Banks  or  Federal  Reserve  districts.  I  believe  that  the 
reasoning  of  that  opinion  is  equally  applicable  to  both  branches  of  the  first  question 
now  submitted. 

Section  2  of  the  Federal  Reserve  Act  provides: 

"As  soon  as  practicable,  the  Federal  Reserve  Bank  Organization  Committee  shall 
designate  not  less  than  eight  nor  more  than  twelve  cities  to  be  known  as  Federal  Re- 
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serve  citi€S3,  and  shall  divide  the  continental  United  Statee  ♦  *  *  into  districts 
each  district  to  contain  only  one  of  such  Federal  Reserve  cities.  The  determination 
of  said  organization  committee  shall  not  be  subject  to  review  except  by  the  Federal 
Reserve  Board  when  oiganized:  Provided,  That  the  districts  shall  be  apportioned  with 
due  regard  to  the  convenience  and  customary  coiirse  of  business  and  shall  not  neces- 
sarily be  coterminous  with  any  State  or  States.  The  districts  thus  created  may  be 
readjusted  and  new  districts  may  from  time  to  time  be  created  by  the  Federal  Reserve 
Board,  not  to  exceed  twelve  in  all.  Such  districts  shall  be  known  as  Federal  Reserve 
districts  and  may  be  designated  by  number.    *    *    * 

''Said  organization  committee  shall  be  authorized    *    *    *    to  make  such  investi- 
gation as  may  be  deemed  necessary  by  the  said  committee  in  determining  the  reserve 
districts  and  in  designating  the  cities  within  such  districts  where  such  Federal  Reserve 
Banks  shall  be  severally  located. " 
The  same  section  further  provides: 

*'The  said  committee  shall  supervise  the  oiganization,  in  each  of  the  cities  desig- 
nated, of  a  Federal  Reserve  Bank,  which  shall  include  in  its  title  the  name  of  the  city 
in  which  it  is  situated,  as  'Federal  Reserve  Bank  of  Chicago. '  " 

Since  the  Act  thus  provides  that  each  city  designated  as  a  Federal  Reserve  city  is 
to  be  the  location  of  a  Federal  Reserve  Bank,  it  follows  that  a  change  in  the  location 
of  a  Federal  Reserve  Bank  would  in  effect  be  the  designation  of  a  new  Federal  Reserve 
city  and  the  abandonment  of  one  previously  designated.  I  find  no  more  warrant 
in  the  Act  for  the  abandonment  of  one  Federal  Reserve  city  and  the  designation  of  a 
new  one  than  I  do  for  the  abolition  of  a  Federal  Reserve  district  when  once  established. 
The  power  to  designate  a  new  Federal  Reserve  city  (12  cities  having  been  named 
by  the  Organization  Committee)  or  to  change  the  location  of  a  Federal  Reserve 
Bank  is  not  expressly  conferred  by  the  Act  on  the  Federal  Reserve  Board.  If  the 
Board  possesses  such  power,  it  is  only  by  implication  from  the  provision  that — 

"The  detennination'of  said  Organization  Committee  shall  not  be  subject  to  review 
except  by  the  Federal  Reserve  Board  when  organized:  Provided,  That  the  districts 
diail  be  apportioned  with  due  regard  to  the  convenience  and  customary  course  of 
business  and  shall  not  necessarily  be  coterminous  with  any  State  or  States.  The 
districts  thus  created  may  be  readjusted  and  new  districts  may  from  time  to  time 
be  created  by  the  Federal  Reserve  Board,  not  to  exceed  twelve  in  all." 

In  my  opinion  there  is  no  clear  indication,  either  in  the  provision  just  quoted  or 
elsewhere  in  the  Act,  of  an  intent  to  confer  on  the  Federal  Reserve  Board  the  power 
to  change  the  location  of  Federal  Reserve  Banks  by  the  designation  of  new  Federal 
Reserve  cities.  On  the  contrary,  there  are  indications  of  an  opposite  intent.  As 
stated  in  my  opinion  of  November  22,  1915,  above  referred  to,  "the  merely  negative 
statement  that  the  determination  of  the  Organization  Committee  shall  not  be  subject 
to  review  except  by  the  Federal  Reserve  Board  when  organized  clearly  can  not  be 
enlarged  into  an  aflOrmative  grant  of  power  to  the  Board  to  review  and  set  aside  every- 
thing done  by  the  Organization  Committee.  The  reasonable  view  is  that  by  that 
language  Congress  meant  that  the  determination  of  the  Organization  Committee  should 
not  be  subject  to  review  at  all,  except  in  so  far  as  the  subsequent  provisions  specifically 
authorize  a  review  by  the  Federal  Reserve  Board.  The  only  subsequent  provision 
authorizing  a  review  of  the  determination  of  the  Organization  Committee  by  the 
Federal  Reserve  Board  is  contained  in  the  sentence,  *The  districts  thus  created  may 
be  readjusted  and  new  districts  may  from  time  to  time  be  created  by  the  Federal 
Reserve  Board,  not  to  exceed  12  in  all.'  " 

Again,  as  stated  in  that  opinion,  "  a  reading  of  the  Act  shows  at  once  that  the  Organ- 
ization Committee  was  created  not  merely  for  the  purpose  of  attending  to  the  formali- 
ties of  oiganization  or  to  serve  as  a  stop-gap  until  the  Federal  Reserve  Board  should 
come  into  existence,  but  that  it  had  an  independent  function  to  perform >nd  to  that 
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end  was  invested  with  wide  powera.  That  is  to  say,  its  function  was  to  oiganize  the 
system  as  contradistinguished  from  the  function  of  the  Federal  Reserve  Board,  which 
was  primarily  to  administer  the  system/' 

The  duty  of  designating  Federal  Reserve  cities  belonged  to  the  Reserve  Bank 
Organization  Committee  as  a  part  of  the  organization  of  the  system,  and  the  committee 
was  required  by  the  Act  to  designate  not  less  than  8  nor  more  than  12  cities.  This 
duty  IB  named  first  among  those  imposed  upon  the  Oiganization  Committee,  and  it 
IB  imposed  by  the  same  provision  of  section  2  which  required  the  committee  to  divide 
the  United  States  into  Federal  Reserve  districts.  The  same  considerations  that  indi- 
cate an  intention  that  the  several  districts  should  be  peimanent  would  also  indicate 
that  the  designation  of  the  cities  was  not  to  be  made  for  temporary  purposes,  but  was 
intended  to  be  permanent,  subject,  of  course,  to  change  by  Congress.  The  designa- 
tion was  to  be  made  only  after  thorough  investigation,  and  the  same  machinery  was 
provided  to  facilitate  both  the  determination  of  the  districts  and  the  designatioB  of 
the  cities.    Thus,  section  2  provides: 

''Said  Organization  Committee  shall  be  authorized  to  employ  counsel  and  expert 
aid,  to  take  testimony,  *  *  *  and  to  make  such  investigation  as  may  be  deemed 
necessary  *  *  *  in  determining  the  reserve  districts  and  in  designating  the 
cities  within  such  districts  where  such  Federal  Reserve  Banks  shall  be  severally 
located." 

In  my  opinion,  this  coupling  of  the  duty  of  determining  the  districts  with  ihe 
duty  of  designating  the  Federal  Reserve  cities  within  the  several  districts  shows  an 
intention  on  the  part  of  Congress  that  the  cities  so  designated  are  to  constitute  the 
fixed  centers  in  the  scheme  or  sjrstem  of  division,  the  duty  of  designating  the  cities 
being  coordinate  with  the  duty  of  forming  districts  around  them.  It  was  left  to  the 
discretion  of  the  Organization  Committee  whether  it  should  designate  the  full  number 
of  Federal  Reserve  cities  and  establish  the  full  nimiber  of  Federal  Reserve  districts 
permitted  by  the  Act.  The  committee  elected  to  designate  and  establish  the  full 
number  authorized,  thereby  practically  suspending  the  operation  of  the  provisicn  of 
the  Act  that  ''new  districts  may  from  time  of  time  be  created  by  the  Federal  Reserve 
Board  not  to  exceed  12  in  all. ' '  The  primary  if  not  the  only  purpose  of  that  provision 
must  have  been  to  take  care  of  the  situation  in  the  event  that  the  Organization  Com- 
mittee had  designated  less  than  12  Federal  Reserve  cities. 

The  fact  that  the  Federal  Reserve  Board,  aside  from  the  provision  relating  to  the 
creation  of  new  districts  from  time  to  time,  was  merely  given  the  power  to  readjust 
districts  suggests  that  there  was  to  be  some  permanent  diaracteristic  or  element  in  the 
districts  created  by  the  Oiganization  Committee.  If,  however,  in  addition  to  the 
power  which  the  Federal  Reserve  Board  has  of  readjusting  districts  by  changing  thor 
boundary  lines,  it  also  possessed  the  power  to  change  the  location  of  the  respective 
Federal  Reserve  cities  within  such  districts,  then  the  Board  could,  by  successive 
changes  of  cities  and  boundaries,  entirely  obliterate  existing  districts  and  substitute 
in  their  place  new  districts  totally  different  from  those  created  by  the  Oiganization 
Conmiittee.    I  do  not  think  that  Congress  intended  to  confer  such  a  power. 

The  Act  provides  that  each  Federal  ^Reserve  Bank  is  to  include  the  name  of  the  dty 
in  which  the  bank  is  located.  By  section  4  it  is  provided  that  the  oiganization  cer- 
tificate of  each  bank  shall  state  specifically — 

"The  name  of  such  Federal  Reserve  Bank,  the  territorial  extent  of  the  district  over 
which  the  operations  of  such  Federal  Reserve  Bank  are  to  be  carried  on,  the  city  iuid 
State  in  which  said  bank  is  to  be  located,  the  amount  of  capital  stock,  and  the  number 
of  shares  into  which  the  same  is  divided    *    *    *.'* 

Upon  the  filing  of  such  certificate  with  the  Comptroller  of  the  Currency  in  the 
manner  prescribed  such  Federal  Reserve  Bank— 

"Shall  become  a  body  corporate  and  as  such,  and  in  the  name  designated  in  such 
oiganization  certificate,  shall  have  power    *    *    *    to  have  succession  for  a  p^od  of 
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20  years  from  its  organizatioii  unless  it  is  sooner  dissolved  by  an  act  of  Congress,  or 
unlessitsfranchisebecomesforfeitedby  some  violation  of  law."    (Sec.  4.) 

It  18  to  be  noted  that  there  is  no  provision  in  the  Act  by  which  the  Federal  Reserve 
Board  may  change  the  name  of  a  Federal  Reserve  Bank  or  amend  its  certificate  in 
this  respect.    The  whole  tenor  suggests  permanency. 

The  (Hnission  of  Congress  to  grant,  by  express  language  the  power  to  change  Federal 
Reserve  cities  is  significant,  especially  in  view  of  the  language  of  section  11  (e)  of  the 
Act,  which  confers  the  power— 

'*To  add  to  the  number  of  cities  classified  as  reserve  and  central  reserve  cities 
*  *  *  ;  <Mr  to  reclassify  existing  reserve  and  central  reserve  cities,  or  to  terminate 
their  designation  as  such." 

It  would  have  been  equally  easy  had  Congress  desired  to  grant  the  authority  to 
designate  new  Federal  Reserve  cities  to  have  said  so  in  express  terms.  (Tillson  v. 
United  States,  100  U.  S.,  43,  46,  quoted  in  my  opioion  of  Nov.  22,  1915,  supra.) 

It  may  be  suggested  that  changes  in  the  *'cust(»nary  course  of  business"  or  other 
changes  not  foreseen  by  the  Organization  Committee  may  result  in  inconveniences 
wbkh  the  Federal  Reserve  Board  can  not  remedy  if  its  power  to  change  the  location 
of  Federal  Reserve  cities  is  denied .  The  answer  is  that  the  remedy  is  with  Congress, 
in  so  far  as  it  may  not  already  be  supplied  by  section  3,  which  authorizes  the  estab- 
lishment of  as  many  branch  banks  in  any  district  as  may  be  found  expedient. 

To  sum  up  my  ccmclusion  on  the  question  of  whether  the  Federal  Reserve  Board  can 
legally  change  the  present  location  of  any  Federal  Reserve  Bank,  I  am  of  opinion  that 
the  Board  has  no  such  power,  and  that  such  power  is  lacking  whether  there  has  been 
an  alteration  or  readjustment  in  the  district  lines  or  not. 

II. 

Coming  now  to  the  consideration  of  the  second  question  submitted,  namely,  whether 
the  Federal  Reserve  Board,  in  exercising  its  admitted  power  to  readjust,  must  preserve 
the  $4,000,000  minimum  capitalization  required  of  each  Federal  Reserve  Bank  as  a 
omdition  precedent  to  the  commencement  of  business,  I  am  of  opinion  that  this 
question  is  to  be  answered  in  the  negative. 

The  Federal  Reserve  Act  provides  in  section  2: 

"No  Federal  Reserve  Bank  shall  commence  business  with  a  subscribed  capital  less 
than  $4,000,000." 

The  same  section  also  contains  a  provision  requiring  subscriptions  to  the  capital 
stock  to  be  paid — 

"One-sixth  »  *  *  on  call  of  the  Organization  Committee  or  of  the  Federal 
Reserve  Board,  one-sixth  within  three  months  and  one-sixth  within  six  months  there- 
after, and  the  remainder  of  the  subscription,  or  any  part  thereof,  shall  be  subject  to 
call  when  deemed  necessary  by  the  Federal  Reserve  Board    *    *    *." 

Section  4  contains  the  following  provision: 

"When  the  minimum  amount  of  capital  stock  prescribed  by  this  Act  for  the  organi- 
zation of  any  Federal  Reserve  Bank  shall  have  been  subscribed  and*  allotted,  the 
Organization  Committee  shall  designate  any  five  banks  *  *  *  to  execute  a  cer- 
tificate of  organization.    *    *    * 

"Upon  the  filing  of  such  certificate  with  the  Comptroller  of  the  Currency,  the  said 
PMend  Reserve  Bank  shall  become  a  body  corporate." 

The  decrease  of  capital  stock  is  authorized  by  the  following  provision  of  section  5: 

"The  outstanding  capital  stock  shall  be  increased  from  time  to  time  as  member 
banks  increase  their  capital  stock  and  surplus,  or  as  additional  banks  become  members, 
and  may  be  decreased  as  member  banks  reduce  their  capital  stock  or  surplus  or  cease 
to  be  members." 

Additional  provisions  relating  to  the  decrease  of  capital  stock  are  found  in  sections 
5  and  6,  as  follows: 
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''Sko.  5.  *  *  *  When  a  member  bank  reduces  its  capiUlatock  it  shall  sorreDder 
a  proportionate  amount  of  its  holdings  in  the  ci^ital  of  said  Fedeial  Reserve  Btok, 
and  when  a  member  bank  voluntarily  liquidates,  it  shall  surrender  all  of  its  holdings 
of  the  capital  stock  of  said  Federal  Reserve  Bank  and  be  released  from  its  stock  sab- 
scription  not  previously  called.  In  either  case  the  shares  surrendered  shall  be  can- 
celed and  the  member  bank  shall  receive  in  payment  therefor  *  *  *  a  sum 
equal  to  its  cash-paid  subscriptions  on  the  shares  surrend^ed  •  •  «  lesi  my 
liability  of  such  member  bank  to  the  Federal  Reserve  Bank. 

**Sec.  6.  If  any  member  bank  shall  be  declared  insolvent  *  *  *  the  stock 
held  by  it  in  said  Federal  Reserve  Bank  shall  be  canceled  *  *  *  and  all  caah- 
paid  subscriptions  on  said  stock,  with  one-half  of  one  per  cent  per  month  from  the 
period  of  last  dividend,  not  to  exceed  the  book  value  thereof,  shall  be  first  implied 
to  all  debts  of  the  insolvent  member  bank  to  the  Federal  Reserve  Bank,  and  the 
balance,  if  any,  shall  be  paid  to  the  receiver  of  the  insolvent  bank.  Whenever  the 
capital  stock  of  a  Federal  Reserve  Bank  is  reduced  either  on  account  of  a  reductifKi 
in  capital  stock  of  any  member  bank  or  of  the  liquidation  or  insolvency  of  such  bank, 
the  board  of  directors  shall  cause  to  be  executed  a  certificate  to  the  Comptroller  of  the 
Currency  showing  such  reduction  of  capital  stock  and  the  amount  repaid  to  sndi 
bank.*' 

In  section  9  it  is  provided : 

''If  at  any  time  *  »  «  a  member  bank  has  failed  to  comply  with  *  *  *  the 
regulations  of  the  Federal  Reserve  Board,  it  shall  be  within  the  power  of  the  said 
Board,  after  hearing,  to  require  such  bank  to  surrender  its  stock  in  the  Federal  Reserve 
Bank;  *  *  *  and  said  Federal  Reserve  Bank  shall,  upon  notice  from  the  Federal 
Reserve  Board,  be  required  to  suspend  said  bank  from  further  privileges  of  member- 
ship, and  shall  within  thirty  days  of  such  notice  cancel  and  retire  its  stock  and  make 
payment  therefor  in  the  manner  herein  provided.'' 

It  will  be  observed  from  the  foregoing  quotations  that  the  Federal  Reserve  Act 
expressly  provides  that  no  Federal  Reserve  Bank  shall  commence  business  with  a 
subscribed  capital  of  less  than  $4,000,000.  (Sec.  2.)  They  were  each  to  be  organ- 
ized when  the  minimum  amount  of  capital  stock  had  been  subscribed.  (Sec  4.) 
Only  three-sixths  of  the  capital  subscribed  is  required  to  be  paid  in,  the  ronainder 
being  left  ''subject  to  call  when  deemed  necessary  by  the  Federal  Reserve  Board." 
(Sec.  2.) 

The  Act  specifically  provides  for  the  decrease  of  capital  stock  (1)  as  member  banks 
reduce  their  capital  stock;  and  (2)  as  they  cease  to  be  members.    (Sec.  5.) 

Member  banks  may  cease  to  be  members  for  any  of  four  causes— 

(a)  Voluntary  liquidation  (sec.  5); 

(6)  Insolvency  (sec.  6); 

(e)  Violation  of  regulations  of  Federal  Reserve  Board  (sec.  9); 

(d)  Transfer  from  one  Federal  district  to  another  through  readjustment  of  di^cts 
(•ec.  2); 

The  Act  specifically  requires  the  cancellation  of  capital  stock  where  membership 
ceases  under  (a),  (6),  or  (c).    (Sees.  5,  6,  and  9.) 

No  specific  provision  is  made  for  cancellation  of  capital  stock  where  memb«!Bhip 
ceases  under  (d). 

While  the  minimum  capital  had  to  be  subscribed  in  order  to  commence  business, 
the  maintenance  of  that  minimum  is  nowhere  prescribed  by  the  Act.  The  ^t  that 
the  Board  is  to  determine  whether  more  than  half  the  subscription  is  to  be  paid  in 
seems  to  indicate  that  the  minimum  to  be  subscribed  was  fixed  as  a  precaution  to 
make  siure  that  ample  credit  should  be  pledged  to  insiuB  the  success  of  the  system. 

Not  only  is  the  maintenance  of  the  minimum  not  prescribed,  but  express  provision 
is  made  for  reducing  the  capital  stock  as,  or  whenever,  member  banks  cease  to  be 
members.    This  language  is  general  and  includes  in  its  tenns  all  cases  in  which 
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Minks  cease  to  be  members.  It  is  coupled  with  no  expressed  condition  that 
hum  capitalazition  be  preserved;  and  since  the  Federal  Reserve  Act  re- 
e  organization  of  the  Federal  Reserve  Banks  upon  the  subscription  of  the 

it  is  obvious  that  any  reduction  whatever  made  after  commencing  busi- 
t  reduce  the  capital  below  the  minimum. 
Ein  that  a  member  bank  can  be  a  member  only  of  the  Federal  Reserve  Bank 

ct  in  which  both  are  located.  This  is  obvious  from  the  nature  of  the  Federal 
listricts  and  is  assumed  in  sections  2,  4,  and  9.  Of  necessity,  therefore, 
Federal  Reserve  Board,  in  the  exercise  of  its  power  to  readjust,  transfers  a 
mjok  from  one  district  to  another,  such  transferred  bank  must  cease  to  be 
'  of  the  Federal  Reserve  Bank  of  the  district  from  which  it  is  transferred, 
lus  ceases  to  be  a  member,  the  capital  of  the  Federal  Reserve  Bank  may  be 

id  there  is  nothing  in  the  Act  requiring  the  reduction  to  be  made  subject 

itenance  of  a  minimum,  capital. 

e  noted  that  section  5  provides  that  the  capital  stock  shall  be  increased 

decreased  under  the  conditions  therein  mentioned.    Succeeding  provi- 

ions  5,  6,  and  9,  however,  make  it  clear  that  may  is  here  used  in  the  sense 

applied  to  cases  apsing  under  (a),  (6),  and  (c).    It  seems  reasonable  to 

is  used  in  the  same  sense  as  applied  to  (d).    But  whether  so  used  or  used 

literal  sense  is  here  immaterial,  for  so  far  as  the  answer  to  the  question 
is  concerned,  the  result  is  the  same  whether  the  Board  is  required  or  merely 
to  reduce  the  capital  when  members  bank  cease  to  be  members. 

any  significance  be  attached  to  the  foct  that  specific  provision  is  made 
1^  capital  stock  of  a  Federal  Reserve  Bank  in  cases  arising  under  (a). 

while  the  Act  is  silent  as  to  cases  arising  under  (d).    The  cases  specifically 
include  cases  where  the  member  banks  cease  to  be  members  as  the 

it  of  their  own  acts  or  conduct.    Gases  under  (d)  arise  where  banks  cease 

abers  as  an  incident  of  the  exerdse  of  the  power  of  the  Federal  tteserve 

[just  districts.    The  grant  of  the  specific  power  to  readjust  carries  with  it 

if  expressed  in  the  Act,  the  power  to  do  what  is  necessarily  incidental 
[Maxims,  7th  ed.,  505;  199  U.  S.,  12.) 

iusion  as  to  the  second  question  submitted  is  that  the  Federal  Reserve 
ibing  a  minimum  capitalization  of  $4,000,000  for  Federal  Reserve 

condition  precedent  to  commencing  business,  does  not  require  that  such 
capitalization  shall  be  preserved  under  the  circumstances. 

respectfully, 

T.  W.  Gregory, 
Attorney  General, 

IIDBNT, 

WkiUHaum. 
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Exhibit  I.— AMENDMENTS  TO  THE  ACT. 

Amendments  to  the  Federal  Reserve  Act  were  adopted  by  the  Sen- 
ate on  August  26,  by  the  House  on  August  29,  and  approved  by  the 
President  on  September  7,  1916. 

In  presenting  the  report  of  the  conference  the  managers  on  the  part 
of  the  Senate  made  the  following  explanation  of  the  amendments: 

The  amendments  of  the  Senate  to  the  bill  have  been  accepted  by 
the  House  conferees  with  some  slight  verbal  modifications,  excepi 
that  the  House  declined  to  agree  to,  and  the  Senate  receded  irom,  its 
amendment  of  section  16  of  the  Federal  Reserve  Act  which  wouH 
have  explicitly  authorized  and  encom-aged  Federal  Reserve  Banks  to 
issue  Federal  Reserve  notes  based  upon  gold  or  gold  certificates. 

The  House  conferees  declined  to  a^ee  to  the  Senate  amendment 
proposing  to  permit  national  banks  m  cities  of  more  than  100,000 
mhabitants  and  possessing  a  capital  and  surplus  of  $1,000,000  or  more 
to  establish  branches,  and  the  Senate  conferees  have  agreed  to  rec- 
ommend that  the  Senate  recede  from  this  amendment. 

The  House  conferees  insisted  upon  an  amendment  to  section  11. 
which  was  accepted  by  the  Senate  conferees,  permitting  the  Federal 
Reserve  Board,  upon  an  aflSrmative  vote  of  not  less  than  five,  to  per- 
mit member  banks  to  carry  in  the  Federal  Reserve  Banks  any  por- 
tion of  their  reserves  now  required  to  be  held  in  their  pwn  vaults. 

The  amendments  follow: 

AN  ACT  To  amend  certain  sections  of  the  act  entitled  "Federal  Beserre  Act/'  approved  Deeember  23^ 

1913. 
[Italics  indicate  new  matter;  lined  type  indicates  matter  stricken  oot.] 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  America 
in  Congress  assembled^  That  the  act  entitled  "  Federal  Reserve  Act,"  approved  Decem- 
ber twenty-third,  nineteen  hundred  and  thirteen,  be,  and  is  hereby,  amoided  as 
follows: 

At  the  end  of  section  eleven  insert  a  new  clause  as  follows: 

(m)  Upon  the  affirmative  vote  of  not  less  than  five  of  its  members  (he  Federal  Reseme 
Board  shall  havt  power,  from  time  to  timey  by  general  ruling ^  covering  all  districts  alike,  to 
permit  member  bavks  to  carry  in  the  Federal  Reserve  Banks  of  their  respective  distriett 
any  portion  of  their  reserves  now  required  by  section  nineteen  of  this  Act  to  be  held  in  thar 
own  vaults, 
■  That  section  thirteen  be,  and  is  hereby,  amended  to  read  as  follows: 

"  Any  Federal  Reserve  Bank  may  receive  irom  any  of  its  member  banks,  and  from 
the  United  States,  deposits  of  current  funds  in  lawful  money,  national-bank  not€s, 
Federal  Reserve  notes,  or  checks,  and  drafts  upon  oolvont  mombor  bonko,  payable 
upon  presentation,  and  also,  for  collection,  mowing  biUs;  or  solely  for  purposes  of 
exchange  or  of  collection  purpooco,  may  receive  from  other  Federal  Reserve  Banks 
deposits  of  current  funds  in  lawful  money,  national-bank  notes,  or  checks  and  dfofte 
upon  poivcnt  momboT  or  other  Federal  Reserve  Banks,  and  checks  and  drafts,  payable 
upon  presentation  within  its  district,  and  maturing  bills  payable  mtkin  its  district. 
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"  Upon  the  indc^rsement  of  any  of  its  member  banks;  which  shall  be  deemed  wkh  a 
waiver  of  demand,  notice,  and  protest  by  such  bank  as  to  its  own  indorsement  exclw- 
sively,  any  Federal  Reserve  Bank  may  discount  notes,  drafts,  and  bills  of  exchange 
arising  out  of  actual  commercial  transactions;  that  is,  notes,  drafts,  and  bills  of  exchange 
issued  or  drawn  for  agricultural,  industrial,  or  commercial  pmrposes,  or  the  proceeds 
of  which  have  been  used,  or  are  to  be  used,  for  such  purposes,  the  Federal  Reserve 
Board  to  have  the  right  to  determine  or  define  the  character  of  the  paper  thus  eligible 
f(M-  discount,  within  the  meaning  of  this  act.  Nothing  in  this  act  contained  shall  be 
construed  to  prohibit  such  notes,  drafts,  and  bills  of  exchange,  secured  by  staple 
agricultural  products,  or  other  goods,  wares,  or  merchandise  from  being  eligible  for 
such  discount;  but  such  definition  shall  not  include  notes,  drafts,  or  bills  covering 
merely  investments  or  issued  or  drawn  for  the  purpose  of  carrying  or  trading  in  stocks, 
bonds,  or  other  investment  securities,  except  bonds  and  notes  of  the  Government 
of  the  United  States.  Notes,  drafts,  and  bills  admitted  to  discount  under  the  terms 
of  this  paragraph  must  have  a  maturity  at  the  time  of  discount  of  not  more  than 
ninety  days,  exclusive  of  days  of  grace, 

'*  Provided,  That  notes,  drafts,  and  bills  drawn  or  issued  for  agricultural  purposes  or 
baaed  on  live  stock  and  having  a  maturity  not  exceeding  six  months,  exclusive  of  days 
of  grace,  may  be  discounted  in  an  amount  to  be  limited  to  a  percentage  of  the  eapi^ 
assets  of  the  Federal  Reserve  Bank,  to  be  ascertained  and  fixed  by  the  Federal  Reserve 
Board. 

*'Any  Fodoral  Bosofvo  Bank  may  discount  acGoptoncco  which  ore  based  on  the 
importation  or  exportation  of  goods,  and  whieh  havo  a  matitfity  at  time  of  discount  of 
not  more  than  throe  months,  and  indorsed  by  at  looot  one  mombor  bank. — The  amouat 
of  aecoptanooo  DO  discounted  shall  at  no  time  oxoood  one  half  the  paid  up  and  unim 
*  pairod  capital  stock  and  ourpluo  of  the  bank  for  whieh  the  rodiDcounto  are  made? 
except  by  authority  of  tho  Federal  Reserve  Board,  under  ouch  general  rogulationo  as 
said  boftf  d  may  proocribo,  but  not  to  exceed  the  capital  stock  and  surplus  of  ouch  bank. 
"The  aggregate  of  such  notes,  drafts,  and  bills  bearing  the  signature  or  indorsement 
of  any  one  borrotoer,  whether  a  person,  company,  firm,  or  corporation  rediscounted  for 
any  one  bank  shall  at  no  time  exceed  ten  pet  centum  of  the  unimpaired  capital  and 
surplus  of  said  bank;  but  this  restriction  shall  not  apply  to  the  discount  of  bills  of 
exchange  drawn  in  good  faith  against  actually  existing  values. 

^'Any  Federal  Reserve  Bank  may  discount  acceptances  of  the  kinds  hereinafter  described, 
uikich  have  a  maturity  at  the  time  of  discount  of  not  vnore  than  three  months*  sight,  exclusive 
iifdays  ofgraee,  and  which  are  indorsed  by  at  least  one  member  bank, 

"Any  member  bank  may  accept  drafts  or  }^il\s  of  exchange  drawn  upon  it  fttd 
growing  out  of  tranoaetions  involving  the  importation  or  exportation  of  goods  having 
not  more  than  six  months'  sight  to  run,  exclusive  of  days  of  grace,  whieh  grow  out  of 
transactions  involving  the  importation  or  exportation  of  goods;  or  which  grow  out  of 
transactions  involving  the  domestic  shipment  of  goods,  provided  shipping  documents  con- 
veying or  securing  title  are  attached  at  the  time  of  acceptance;  or  which  are  secured  at  the 
time  of  acceptance  by  a  warehouse  receipt  or  other  suxh  document  conveying  or  securing 
tUle  covering  readily  marketable  staples.  No  member  bank  shall  accept,  whether  in  a 
foreign  or  domestic  transaction,  for  any  one  person,  company,  firm,  or  corporation  to  an 
amount  equal  at  any  time  in  the  aggregate  to  more  than  ten  per  centum  of  its  paid-up  and 
unimpaired  capital  stock  and  surplus  unless  the  bank  is  secured  either  by  attached  docu- 
ments or  by  some  other  actual  security  growing  out  of  the  same  transaction  as  the  acceptance 
and  b«t  no  bank  shall  accept  such  bills  to  an  amoiint  equal  at  any  time  in  the  aggre- 
gate to  more  than  one-half  of  its  paid-up  and  unimpaired  capital  stock  and  surplus. 
**Any  Federal  Reserve  Bank  may  make  advances  to  its  member  banks  on  their  promissory 
notes  for  a  period  not  exceeding  fifteen  days  at  rates  to  be  established  by  such  Federal  Reserve 
Banks,  subject  to  the  review  and  determination  of  the  Federal  Reserve  Board,  provided  such 
promissory  notes  are  secured  by  su4h  notes,  drafts,  bills  of  exchange,  or  bankers*  acceptances 
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wi  are  eligible  for  rediscount  or  for  purchase  by  Federal  Reserve  Banks  under  the  provision 
of  this  Act,  or  by  the  deposit  or  pledge  of  bonds  or  notes  of  the  United  States. 

"Section  fifty-two  hundred  and  two  of  the  Revised  Statutes  of  the  United  States ia 
hereby  amended  so  as  to  read  as  follows:  No  national  banking  association  shall  at  anj 
time  be  indebted,  or  in  any  way  liable,  to  an  amount  exceeding  the  amount  of  its 
capital  stock  at  such  time  actually  paid  in  and  remaining  undiminished  by  looBei 
or  otherwise,  except  on  account  of  demands  of  the  nature  following: 

"First.  Notes  of  circulation. 

*'  Second.  Moneys  deposited  with  or  collected  by  the  association. 

"Third.  Bills  of  exchange  or  drafts  drawn  against  money  actually  on  deposit  to  tlie 
credit  of  the  association,  or  due  thereto. 

' '  Fourth.  Liabilities  to  the  stockholders  of  the  association  for  dividends  and  reserve 
profits. 

"  Fifth.  Liabilities  incurred  under  the  provisions  of  the  Federal  Reserve  Act. 

' '  The  discount  and  rediscount  and  the  purchase  and  sale  by  any  Federal  Reeerre 
Bank  of  any  bills  receivable  and  of  domestic  and  foreign  bills  of  exchange,  and  of 
acceptances  authorized  by  this  Act,  shall  be  subject  to  such  restrictions,  limitatioiLS, 
and  regulations  as  may  be  imposed  by  the  Federal  Reserve  Board. 

"  That  in  addition  to  the  powers  now  vested  by  law  in  national  banking  associoHont 
organized  under  the  laws  of  the  United  States  any  such  association  located  and  doing  businm 
in  any  place  the  population  of  which  does  not  exceed  five  thouMmd  inhabitants ^  as  shown 
by  the  last  preceding  decennial  census,  may,  under  such  rules  and  regulations  as  may  hi 
prescribed  by  the  Comptroller  of  the  Currency,  act  as  the  agent  for  any  fire,  life,  or  other 
insurance  company  authorized  by  the  authorities  of  the  State  m  wku^  said  bank  is  located 
to  do  business  in  said  State  by  soliciting  and  selling  insurance  and  collecting  premiumt 
on  policies  issued  by  such  company;  and  may  receive  for  services  so  rendered  such  fees  or 
commissions  as  may  be  agreed  upon  between  the  said  association  and  the  insurance  companjf 
for  which  it  may  act  as  agent;  and  may  also  act  as  the  broker  or  agent  for  others  w  7nakin§ 
or  procuring  loans  on  real  estate  located  within  one  hundred  miles  of  the  place  m  wkiA 
said  bank  may  be  located,  receiving  for  such  services  a  reasonable  fee  or  commission:  Pro- 
vided, however,  That  no  such  bank  shall  in  any  case  guarantee  either  the  principal  or  interest 
of  any  such  loans  or  assume  or  guarantee  the  payment  of  any  premium  on  insurance  polida 
issued  through  its  agency  by  its  principal:  And  provided  further,  That  the  bank  shall  not 
guarantee  the  truth  of  any  statement  made  by  an  assured  in  filing  his  application  for 
insurant. 

*'Any  member  bank  may  accept  drafts  or  bills  of  exchange  drawn  upon  it  having  not 
more  than  three  months*  sight  to  run,  exclusive  of  days  of  grace,  drawn  under  regulation 
to  be  prescribed  by  the  Federal  Reserve  Board  by  banks  or  bankers  in  foreign  countries  or 
dependencies  or  insular  possessions  of  the  United  States  for  the  purpose  of  furnishing 
dollar  exchange  as  required  by  the  usages  of  trade  in  the  respective  countries,  dependendet, 
or  insular  possessions,  Su^  drafts  or  bills  may  be  acquired  by  Federal  Reserve  Banks 
in  such  amounts  and  subject  to  such  regulations,  restrictions,  and  limitations  as  may  be 
prescribed  by  the  Federal  Reserve  Board:  Provided,  however.  That  no  member  bank  shall 
accept  such  drafts  or  bills  of  exchange  referred  to  in  this  paragraph  for  any  one  bank  to  en 
amount  exceeding  in  the  aggregate  ten  per  centum  of  the  paid-up  and  unimpaired  capital 
and  surplus  of  the  accepting  bank  unless  the  draft  or  bill  of  exchange  is  accompanied  Uf 
documents  conveying  or  securing  title  or  by  some  other  adequate  security:  Provided  further, 
That  no  member  bank  shall  accept  such  drafts  or  bills  in  om.  amount  exceeding  at  any  time 
the  aggregate  of  one-half  of  its  paid-up  and  unimpaired  capital  and  surplus.*' 

That  subsection  (e)  of  section  fourteen  be,  and  is  hereby,  amended  to  read  as  follows: 

"  (e)  To  establish  accounts  with  other  Federal  Reserve  Banks  for  exchange  purposea 
and,  with  the  consent  of  the  Federal  Reserve  Board,  to  open  and  maintain  banking 
accounts  in  foreign  countries,  appoint  correspondents,  and  establish  agencies  in  such 
countries  wheresoever  it  may  deem  best  for  the  purpose  of  purchasing,  selling,  and 
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colkcting  bilLs  of  exchange,  and  to  buy  and  sell,  with  or  without  ita  indorsement, 
through  such  correspondents  or  agencies,  bills  of  exchange  arising  out  of  actual  com- 
mercial transactions  which  have  not  more  than  ninety  days  to  run,  exclusive  of  days  of 
grace,  and  which  bear  the  signature  of  two  or  more  responsible  parties,  and  vrith  the 
consent  of  the  Federal  Reserve  Board  to  open  and  Tnaintain  hanking  accounts  for  such 
foreign  correspondents  or  ageTuxes.^^ 

That  the  second  paragraph  of  section  sixteen  be,  and  is  hereby,  amended  to  read  as 
follows: 

"Any  Federal  Reserve  Bank  may  make  application  to  the  local  Federal  Reserve 
Agent  for  such  amount  of  the  Federal  Reserve  notes  hereinbefore  provided  for  as  it 
may  require.  Such  application  shall  be  accompanied  with  a  tender  to  the  local 
Fedoal  Reserve  Agent  of  collateral  in  amount  equal  to  the  sum  of  the  Federal  Reserve 
notes  thus  applied  for  and  issued  pursuant  to  such  application .  The  collateral  security 
thus  offered  shall  be  notes,  €Ad  draflSy  bills  of  exchange  ^  or  acceptances  occcptcd  for  rodio 
eenfil  rediscounUd  under  the  provisions  of  section  thirteen  of  this  Act,  cfr  bills  of  exchange 
indorsedhya  member  bank  of  any  Federal  Reserve  district  and  purchased  under  the  provisions 
of  section  fourteen  of  this  Act,  or  bankers^  acceptances  purchased  under  the  provisions  of  said 
sedion  fourteen,  ittd  The  Federal  Reserve  Agent  shall  ^ach  day  notify  the  Federal 
Reserve  Board  of  all  issues  and  withdrawals  of  Federal  Reserve  notes  to  and  by  the 
Federal  Reserve  Bank  to  which  he  is  accredited .  The  said  Federal  Reserve  Board  may 
at  any  time  call  upon  a  Federal  Reserve  Bank  for  additional  security  to  protect  the 
Federal  Reserve  notes  issued  to  it." 

That  section  twex^ty-four  be,  and  is  hereby,  amended  to  read  as  follows: 

"Sbc.  24.  Any  national  banking  association  not  situated  in  a  central  reserve  city 
may  make  loans  secured  by  improved  and  unencumbered  farm  land  situated  within 
its  Fedraal  reserve  district  or  toitkin  a  radius  of  one  hundred  miles  of  the  place  in  which 
nuh  harik  is  located,  vrrespedive  of  district  lines;  and  may  also  make  Uxms  secured  by 
improved  and  unencumbered  real  estate  located  within  one  hundred  miles  of  the  place  in 
wkidi  swh  bank  is  located,  irrespective  of  district  lines;  but  no  evtek  loan  made  upon  the 
tecmty  ofsudifarm  land  shall  be  made  for  a  longer  time  than  five  years,  and  no  loan 
wide  upon  tne  security  of  such  real  estate  as  distinguished  from  farm  land  shall  be  made  for 
sUmgertime  than  one  year  nor  fer-a&  shall  the  amount  of  any  stAch  loan,  whether  upon  such 
farm  land  or  upon  such  real  estate,  OKcooding  exceed  fifty  per  centum  of  the  actual  value 
of  the  property  offered  as  security.  Any  such  bank  may  make  such  loans,  whether 
9ecured  by  such  farm  land  or  such  real  estate,  in  an  aggregate  sum  equal  to  twenty-five  per 
rentom  of  its  capital  and  surplus  or  to  one-third  of  its  time  deposits,  and  such  banks 
may  continue  hereafter  as  heretofore  to  receive  time  deposits  and  to  pay  interest  on 
the  same. 

''The  Federal  Reserve  Board  shall  have  power  from  time  to  time  to  add  to  the  list  of 
cities  in  which  national  banks  shall  not  be  permitted  to  make  loans  secured  upon  real 
estate  in  the  manner  described  in  this  section." 

That  section  twenty-five  be,  and  is  hereby,  amended  to  read  as  follows: 

8s€.  25.  Any  national  banhing  aopooiation  pooooooing  a  capital  afid  ourpluo  of  |l,000j" 
WQ  9f  more  may-file  applieation  with  the  Federal  Roqcpvo  Board,  upon  ouch  conditions 
md  under  such  rogulationo  as  may  bo  pFoooribod  by  the  said  board ^  for  the  purpooo  of 
Bcgaring  authority  to  eotablioh  branohoo  in  foreign  eountrioo  or  dopondoncioo  of  the 
United  Btatoo  for  the  furthoraneo  of  the  foreign  commorco  of  the  United  Statoo,  ond-te 
•et,  it  required  to  do  so,  ao  fiocal  agonto  of  the  United  8tatoo. — Such  application 
ohall  apecify,  in  addition  to  the  name  and  copitol  of  the  bonking  aooociation  filiag 
rt,  the  place  or  ploceo  whore  the  banking  opcrationo  propoood  ore  to  bo  carriod  on,  aad 
*ho  omouufc  of  capital  oot  ooide  for  the  conduct  of  ito  foreign  buoincoo. — The  Federal. Re 
iwfvc  Boofd  ohall  have  power  to  approve  or  to-rcjoct  ouch  applicotion  if  ,-in  ito  judgment,- 
^0  amount  of  capital  proponed  to  bo  oot  ooide  for  the  conduct  of  foreign  buoinooo  is 
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imxioquttto,  of  il-fof  othef  foooodd  tho  gpimtAng  of  ouch  ftpplicolion  io  docmo4  incgpedi- 

Evof  y  nationftl  bonlring  aooocifttion  which  ohnll  pocoi¥o  outhority  to  oolaiblioh  iotcagi 
bwinehoe  ohall  bo  goquifod  at  all  timoo  to  f umioh  inloHnation  concOTning  the  eoBdhiat 
of  oueh  bronohoo  to  the  ComptfoUoF  of  tho  Guwoncy  upon  domand,  and  the  Fodcai 
RoQOfvo  Boftfd  may  opdoF  opocial  oxttminfttiono  of  tho  ooid  fofoign  bfonchoo  ftt  wA 
timo  OP  timoo  no  it  may  doom  boot. — Evofy  ouch  national  bankuig  aoooeiatien  ehall  e«- 
duct  tho  accounto  of  oach  fopoign  bfanch  indopondontly  of  tho  accounto  of  othoF  iar^^ 
bponohoo  ootabliohod  by  it  and  of  ito  homo  office,  and  ohall  at  tho  ond  of  oftch  Ba&l 
popiod  tpanof OP  to  ito  gonopal  lodgop  tho  ppofit  op  Iood  accpuing  at  oach  bganch  ao  a  seft- 
pate  item. 

Any  national  banking  assodoHon  potsessing  a  capital  and  surplus  of  f  1,000,000  <v 
more  may  file  application  with  the  Federal  Resetoe  Board  for  permission  to  exercise,  upon 
such  conditions  and  under  su^  regulations  as  may  be  prescribed  by  the  said  Board,  either  ot 
both  of  the  following  powers: 

*^  First,  To  establish  branches  in  foreign  countries  or  dependencies  or  insular  possestiont 
of  the  United  States  for  the  furtherance  of  the  foreign  commerce  of  the  United  States,  ead 
to  act  if  required  to  do  so  as  fiscal  agents  of  the  United  States, 

**Second.  To  invest  an  amount  not  exceeding  in  the  aggregate  ten  per  centum  of  its  pmA- 
in  capital  stock  amd  surplus  in  the  stock  of  one  or  more  banks  or  corporations  eharteredcr 
incorporated  under  the  laws  of  the  United  States  or  of  any  Stats  thereof  and  prineipaUi 
engaged  in  international  or  foreign  banking,  or  banking  in  a  dependency  or  insular  poh 
session  of  the  United  States  either  directly  or  through  the  agency,  ownership,  or  control  cf 
local  institutions  in  foreign  countries ,  or  in  such  dependencies  or  insular  possessions, 

^  ^Such  application  shall  specify  the  name  and  capital  of  the  banking  association  filing  ii, 
the  powers  applied  for,  and  the  place  or  places  where  the  banking  operations  proposed  en  to 
hecarriedon.  The  Federal  Reserve  Bocad shall  have  power  to  approve  or  to  reject  sudioppk- 
cation  in  whole  or  in  part  if  for  any  reason  the  granting  of  such  application  is  deemed  ina- 
pedient,  and  shall  also  have  power  from  tme  to  time  to  increase  or  decrease  the  number  of 
places  where  such  banking  operations  may  be  carried  on, 

**  Every  national  banking  association  operating  foreign  branches  shall  be  required  to 
furnish  information  concerning  the  condition  of  such  branches  to  the  Comptroller  of  the  Cm- 
rency  upon  demand,  and  every  member  bank  investing  in  the  capital  stock  of  hanks  or  cor- 
porations described  under  subparagraph  two  of  the  first  paragraph  of  this  section  shaU  he 
required  to  furnish  information  concerning  the  condition  of  such  banks  or  eorporaiiont 
to  the  Federal  Reserve  Board  upon  demand,  and  the  Federal  Reserve  Board  may  order 
special  examinations  of  the  said  branches,  banks,  or  corporations  at  su^  tvne  or  tima  as 
it  may  deem  best. 

'^Before  any  national  barik  shaU  be  permitted  to  purchase  stodt  in  any  such  corporation 
the  said  corporation  shall  enter  into  an  agreement  or  undertaking  with  the  Federal  Reserve 
Board  to  restrict  its  operations  or  conduct  its  business  in  such  manner  or  under  sudi  Umir 
tations  and  restrictions  as  the  said  board  may  prescribe  for  the  place  or  places  wherem 
such  business  is  to  be  conducted.  If  at  any  tima  the  Federal  Reserve  Board  shaU  ascerlapi 
that  the  regulations  prescribed  by  it  are  not  being  complied  with,  said  board  is  hereby  cnUhor- 
ized  and  empowered  to  institute  an  investigation  of  the  matter  and  to  send  for  persons  and 
papers,  subpama  witnesses,  and  administer  oaths  in  order  to  satisfy  itself  as  to  the  actual 
nature  of  Oie  transactions  referred  to.  Should  such  investigation  result  in  establishing 
the  failure  of  the  corporation  in  question,  or  of  the  national  bank  or  banks  whidi  may  he 
stockholders  therein,  to  comply  with  the  regulations  laid  down  by  the  said  Federal  Reserw 
Board,  such  national  banks  may  be  required  to  dispose  of  stock  holdings  in  the  said  cor- 
poration upon  reasonable  notice. 

''Every  such  national  banking  association  shall  conduct  the  accounts  of  each  foreign 
branch  independently  of  the  accounts  of  other  foreign  branches  established  by  it  and  of  its 
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home  office,  and  $haU  at  the  end  of  each  fiscal  period  transfer  to  its  general  ledger  the  profit 
or  loss  accrued  at  each  branch  as  a  separate  item. 

"Any  director  or  other  officer,  agent,  or  employee  of  any  member  bank  may,  with  the  ap- 
proval of  the  Federal  Reserve  Board,  be  a  director  or  other  officer,  agent,  or  employee  of  any 
sudi  bank  or  corporation  above  mentioned  in  the  capital  stodt  of  whieh  such  member  bank 
shall  have  invested  as  hereiribefore  provided,  without  being  subject  to  the  provisions  of  section 
eight  of  the  Act  approved  October  fifteenth,  nineteen  hundred  and  fourteen,  entitled,  **An 
Act  to  supplement  existing  laws  against  unlauful  restraints  and  monopolies,  and  for 
other  purposes.*' 

Following  are  the  amendments  proposed  by  the  Federal  Reserve 
Board  and  submitted  to  Congress  in  December,  1916: 

A  BILL*  To  amend  the  Aet  approved  December  twenty-third,  nineteen  hundred  and  thirteen,  kBown 
as  the  Federal  reserve  Act,  as  amended  by  the  Acts  of  Augnst  fourth,  nineteen  hundred  and  fourteen, 
August  fifteen,  nineteen  hundred  and  fourteen,  March  third,  nineteen  hundred  and  fifteen,  and  Sep- 
tember seven,  nineteen  hundred  and  sixteen. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  America 
in  Congress  assembled.  That  section  four  of  tlie  Act  approved  December  twenty- third, 
nineteen,  hundred  and  thirteen,  known  as  the  Federal  reserve  Act,  be  amended  by 
striking  our  the  sentence  reading  as  follows:  '^One  of  the  directors  of  Class  C,  who 
shall  be  a  person  of  tested  banking  experience,  shall  be  appointed  by  the  Federal 
Reserve  Board  as  deputy  chairman  and  deputy  Federal  reserve  agent,  to  exercise 
the  powers  of  the  chairman  of  the  board  and  Federal  reserve  agent  in  case  of  absence 
or  disability  of  his  principal,''  and  by  adding  in  place  thereof  the  following: 

"Subject  to  the  approval  of  the  Federal  Reserve  Board,  the  Federal  reserve  agent 
shall  appoint  one  or  more  assistants.  Such  assistants,  who  shall  be  persons  of  tested 
banking  experience,  shall  assist  the  Federal  reserve  agent  in  the  performance-  of 
his  duties  and  shall  also  have  power  to  act  in  his  name  and  stead  during  his  absence 
or  disability.  The  Federal  reserve  agent  may  require  such  bonds  of  his  assistants 
as  he  may  deem  necessary  for  his  own  protection.  Assistants  to  the  Federal  reserve 
agent  shall  receive  an  annual  compensation  to  be  fixed  and  paid  in  the  same  manner 
as  that  of  the  Federal  reserve  agent." 
Sec  2.  That  section  nine  be  amended  by  adding  a  subsection  (a)  to  read  as  follows: 
"Sec.  9a.  That  any  mutual  savings  bank  or  association  operating  under  the  laws 
of  any  State  may  make  application  to  the  Federal  Reserve  Board  for  the  right  to 
become  an  associate  member  of  the  Federal  reserve  bank  of  the  district  in  which 
such  savings  bank  or  association  is  located. 

"The  Federal  Reserv^e  Board,  under  such  rules  and  regulations  as  it  may  prescribe, 
may  permit  such  bank  or  association  to  become  an  associate  member  of  the  Federal 
reserve  bank,  but  such  board,  before  granting  any  application,  shall  require  satis- 
factory evidence  that  the  laws  of  the  State  in  which  the  applying  bank  or  association 
is  located  authorize  such  bank  or  association  to  engage  in  the  business  of  a  mutual 
savings  bank  and  provide  for  a  proper  supervision  over  the  operations  of  such  bank 
or  association. 

"Any  mutual  savings  bank  or  association  which  becomes*  an  associate  member  of 
a  Federal  reserve  bank  shall  agree  to  comply  with  all  the  provisions  of  section  nine- 
teen of  this  Act.  Such  associate  members  shall  be  entitled  to  all  the  clearing  privi- 
leges granted  to  member  banks,  and  Federal  reserve  banks  shall  be  authorized  to 
discount  the  promissory  notes  of  such  associate  members  having  a  maturity  of  not 
more  than  thirty  days  and  which  are  secured  (a)  by  paper  eligible  for  rediscount 
^MMier  section  thirteen  of  the  Federal  reserve  Act;  (b)  by  United  States  bonds;  (c)  by 
such  municipal  warrants  as  Federal  reserve  banks  are  authorized  to  purchase  under 
tbe  (roviaions  of  section  fourteen  of  the  Federal  reserve  Act;  or  (d)  by  aunmerdal 
76284—17 10 
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paper  or  bankers'  acceptances  bearing  the  signature  of  not  less  than  three 
firms,  or  corporations." 

Sbo.  3.  That  clause  (c)  of  section  eleven  be,  and  is  hereby  amended  by  addiitg  al 
the  end  thereof  the  following  sentence: 

**The  Federal  Reserve  Board  shall  also  have  power,  whenever  extraordinary  condi- 
tions justify,  to  increase  from  time  to  time  for  periods  not  exceeding  thirty  da3r8,  on 
the  affirmative  vote  of  five  of  its  members,  the  amount  of  balances  required  by  this 
Act  to  be  maintained  by  member  banks  with  their  respective  Federal  reserve  banks: 
Provided,  Such  increase  shall  at  no  time  exceed  twenty  per  centum  of  such  balances 
and  shall  be  at  the  same  rate  for  all  member  banks  of  any  one  district:  And  provided 
further,  That  the  Federal  Reserve  Board  shall  make  a  report  to  Gongreas  in  wiitiiig 
setting  forth  the  conditions  on  idiich  such  action  is  based.*' 

Sec.  4.  That  the  first  paragraph  of  section  thirteen  be  further  amended  ao  as  to 
read  as  follows: 

''Any  Federal  reserve  bank  may  receive  from  any  of  its  member  banks,  and  from 
the  United  States,  deposits  of  current  funds  in  lawful  money,  national-bank  notes. 
Federal  reserve  notes,  or  checks,  and  drafts,  payable  upon  presentation,  and  aiao,  for 
collection,  maturing  notes  and  bills;  or,  solely  for  purposes  of  exchange  or  of  coUectioQ, 
may  receive  from  other  Federal  reserve  banks  deposits  of  current  funds  in  lawfd 
money,  national-bank  notes,  or  checks  upon  other  Federal  reserve  banks,  and  checks 
and  drafts,  payable  upon  presentation  within  its  district,  and  maturing  notes  and 
bills  payable  within  its  district;  or,  solely  for  the  purposes  of  exchange  or  of  ooUeeHon, 
may  receive  from  any  nonmember  bank  or  trust  company  deposits  of  current  funds  in 
lawful  mcTiey,  national-bank  notes,  Federal  reserve  notes,  checks  and  drafts  payable  upon 
presentation,  or  maturing  notes  and  bills:  Provided,  Such  nonmember  bank  or  trust  eomr 
pany  maintains  unth  the  Federal  reserve  bank  of  its  district  a  balance  in  an  amount  to  be 
determined  by  the  Federal  Reserve  Board  under  such  rules  and  regulations  as  it  may 
prescribe.** 

Sec.  5.  That  the  fifth  paragraph  of  section  thirteen  be,  and  is  hereby,  further 
amended  so  as  to  read  as  follows: 

''Any  member  bank  may  accept  drafts  or  bills  of  exchange  drawn  upon  it  having  not 
more  than  six  months  sight  to  run,  exclusive  of  days  of  grace,  which  grow  out  of  trans- 
actions involving  the  importation  or  exportation  of  goods;  or  which  grow  out  of  trans- 
actions involving  the  domestic  shipment  of  goods  provided  shipping  documents  c(mi- 
veying  or  securing  title  are  attached  at  the  time  of  acceptance;  or  which  are  secured  at 
the  time  of  acceptance  by  a  warehouse  receipt  or  other  such  document  conveying  or 
securing  title  covering  readily  marketable  staples.  No  member  bank  shall  accept, 
whether  in  a  foreign  or  domestic  transaction,  for  any  one  person,  company,  firm,  or 
corporation  to  an  amount  equal  at  any  time  in  the  aggregate  to  more  than  ten  per 
centum  of  its  paid-up  and  unimpaired  capital  stock  and  surpliis,  unless  .the  bank  is 
secured  either  by  attached  documents  or  by  some  other  actual  security  growing  out  of 
the  same  transaction  as  the  acceptance;  and  no  bank  shall  accept  such  bills  to  an 
amount  equal  at  any  time  in  the  aggregate  to  more  than  one-half  of  its  paid-up  and 
unimpaired  capital  stock  and  surplus:  Provided,  however,  That  the  Federal  Reserve 
Board,  under  such  general  regulations  as  it  may  prescribe,  which  shaU  apply  to  all  banks 
alike  regardless  of  the  amount  of  capital  stock  and  surplus,  may  authorize  any  member 
bank  to  accept  such  bills  to  an  amount  not  exceeding  at  any  time  in  the  aggregate  one  hutk- 
dred  per  centum  of  its  paid-up  and  unimpaired  capital  stock  and  surplus:  Provided,  how- 
ever. That  the  aggregate  of  acceptances  growing  out  of  domestic  ransadions  shall  in  no 
event  exceed  fifty  per  centum  of  such  capital  stock  and  surplus.** 

Sec  6.  That  section  sixteen,  paragraphs  two,  three,  four,  hve,  six,  and  seven,  be 
further  amended  and  reenacted  so  as  to  read  as  follows: 

"Any  Federal  reserve  bank  may  make  application  to  the  local  Federal  reserve 
agent  for  such  amount  of  the  Federal  reserve  notes  hereinbefore  provided  for  as  it  may 
require.    Such  application  shall  be  accompanied  with  a  tender  to  the  local  FedenU 
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reaerve  agent  of  collateral  in  amount  equal  to  the  sum  of  the  Federal  reserve  notes  thus 
applied  for  and  issued  pursuant  to  such  application.  The  collateral  security  thuB 
o^ered  shall  be  n^tes,  drafts,  bills  of  exchange,  or  acceptances  rediscounted  under  the 
provisions  of  section  thirteen  of  this  Act,  or  bills  of  exchange  indorsed  by  a  member 
bank  of  any  Federal  reserve  district  and  purchased  under  the  provisions  of  section 
fourteen  of  this  Act,  or  bankers'  acceptances  purchased  imder  the  provisions  of  said 
lection  fourteen,  or  gold  or  gold  certificates;  but  in  no  event  shall  such  collateral  security, 
whether  gold,  gold  certificates,  or  eligible  paper,  he  less  than  the  amount  of  Federal  reserve 
motes  applied/or.  The  Federal  reserve  agent  shall  each  day  notify  the  Federal  Reserve 
Board  of  all  issues  and  withdrawals  of  Federal  reserve  notes  to  and  by  the  Federal 
reserve  bank  to  which  he  is  accredited.  The  said  Federal  Reserve  Board  may  at  any 
time  call  upon  a  Federal  reserve  bank  tor  additional  security  to  protect  the  Federal 
reserve  notes  issued  to  it. 

''Every  Federal  reserve  bank  shall  maintain  reserves  in  gold  or  lawful  money  of 

■ot  leas  than  thirty-five  per  centum  against  its  deposits  and  reserves  in  gold  of  not 

leas  than  forty  per  centum  against  its  Fedenl  reserve  notes  in  actual  circulation: 

Provided,  however,  That  when  the  Federal  reserve  agent  holds  gold  or  gold  certificates  as 

collateral  for  Federal  reserve  notes  issued  to  the  bank  such  gold  or  gold  certificates  shall  be 

eounted  as  part  of  the  gold  reserve  which  swh  bank  is  required  to  mamtain  against  its 

Federal  reserve  notes  in  actual  circulation  and  not  oftsot  by  gold  or  lawful  mcmey 

dopocdtod  with  the  Federal  pooorve  agent.    Notes  so  paid  out  shall  bear  upon  their 

kces  a  distinctive  letter  and  serial  number,  which  shall  be  assigned  by  the  Federal 

Reserve  Board  to  each  Federal  reserve  bank.    Whenever  Federal  reserve  notes 

issued  through  one  Fedo^l  reaerve  bank  shall  be  received  by  another  Federal  reserve 

bank  they  shall  be  promptly  returned  for  credit  or  redemption  to  the  Federal  reserve 

bank  through  which  they  were  originally  issued  or,  upon  direction  of  swh  Federal 

reserve  bank,  they  shall  be  forwarded  direct  to  the  Treasurer  of  the  United  States  to  be 

retired.    No  Federal  reserve  bank  shall  pay  out  notes  issued  through  another  under 

penalty  of  a  tax  of  ten  per  centum  upon  the  face  value  of  notes  so  paid  out.    Notes 

presented  for  redemption  at  the  Treasury  of  the  United  States  shall  be  paid  out  of 

the  redemption  fund  and  returned  to  the  Federal  reserve  banks  through  which  they 

were  originally  issued,  and  thereupon  such  Federal  reserve  bank  shall,  upon  demand 

of  the  Secretary  of  the  Treasury,  reimburse  such  redemption  fund  in  lawful  money 

or,  if  such  Federal  reserve  notes  have  been  redeemed  by  the  Treasurer  in  gold  or  gold 

certificates,  then  such  funds  shall  be  reimbursed  to  the  extent  deemed  necessary  by 

the  Secretary  of  the  Treasury  in  gold  or  gold  certificates,  and  such  Federal  reserve 

banks  shall,  so  long  as  any  of  its  Federal  reserve  notes  remain  outstanding,  maintain 

with  the  Treasurer  in  gold  an  amount  sufficient  in  the  judgment  of  the  Secretary  to 

Iffovide  for  all  redemptions  to  be  made  by  the  Treasiu-er.    Federal  reserve  notes 

received  by  the  Treasurer  otherwise  than  for  redemption  may  be  exchanged  for  gold 

out  of  the  redemption  fund  hereinafter  provided  and  returned  to  the  reserve  bank 

through  which  they  were  originally  issued,  or  they  may  be  returned  to  such  bank 

for  the  credit  of  the  United  States.    Federal  reserve  notes  unfit  for  circulation  shall 

be  returned  by  the  Federal  reserve  agents  to  the  Comptroller  of  the  Chirrency  for 

cancellation  and  destruction. 

"The  Federal  Reserve  Board  shall  require  each  Federal  reserve  bank  to  maintain 
on  deposit  in  the  Treasury  of  the  United  States  a  sum  in  gold  sufficient  in  the  judgment 
of  the  Secretary  of  the  Treasury  for  the  redemption  of  the  Federal  reserve  notes  issued 
to  such  bank,  but  in  no  event  less  than  five  per  centum  of  the  total  amount  of  notes 
issued  less  the  amount  of  gold  or  gold  certificates  held  by  the  Federal  reserve  agent  as  col- 
lateral  security;  but  such  deposit  of  gold  shall  be  counted  and  included  as  part  of  the 
forty  per  centum  reserve  hereinbefore  required.  The  board  shall  have  the  right, 
ictiog  through  the  Federal  reawve  agent,  to  grant,  in  whole  or  in  part,  or  to  rej'ect 
Witirely  the  application  of  any  Federal  reaerve  bank  for  Federal  reserve  notes;  but 
to  the  extent  that  such  application  may  be  granted  the  Federal  Reserve  Board  ahall, 
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through  its  local  Federal  reserve  agent,  supply  Federal  reserve  notes  to  the  htaak 
BO  applying,  and  such  bank  shall  be  charged  with  the  amount  of  em^  notes  inu«i 
to  it  and  shall  pay  such  rate  of  interest  onooid  omewrt  as  may  be  establislied  by  ths 
Federal  Reserve  Board  and  the  amount  of-saeh  on  only  that  amoutU  of  tueh  nota 
which  equals  the  total  amount  of  its  outstanding  Federal  reserve  notes  less  the  amount  tf 
gold  or  gold  certificates  held  by  the  Federal  reserve  agent  as  collateral  security,  Fedenl 
reserve  notes  se  is^ed  to  any  such  bank  shall,  upon  delivery,  together  with  such 
notes  of  such  Federal  reserve  bank  as  may  be  issued  under  section  eighteen  of  this 
Act  upon  security  of  United  States  two  per  centum  Government  bonds,  become  a 
first  and  paramount  lien  on  all  the  assets  of  such  bank. 

"  Anj  Fnirml  rrnrrrr  bnnlr  mnj  nt  nnj  timr  rrdurn  itn  liiibilifj  fnr  niiliilMiilim 
Fodorol  Fooorvo  notes  by  dopooiting  with  the  Federal  fcoervo  agent  its  Foderol  ioscitw 
notes,  gold,  gold  ocrtificatos,  or  lowful  money  of  the  itnited  States,  Fodorol  leoiiw 
notes  00  deposited  shall  not  be  roisouod,  emoopt  upon  eomplianco  with  the  eonditisM 
of  an  original  ioouer 

■'*Tho  FodoFol  roooFvo  agent  shall  hold  ouch  gold,  gold  eertaficateo  og  lawful  meney 
available  oKclusivoly  for  OKchango  for  the  outstanding  Federal  reoerve  noteo  when 
offered  by  the  fosor vo  bank  ci  which  ho  is  a  difcetefr  Upon  the  request  of  the  Secfe- 
tary  of  the  Treasury  the  Federal  Reserve  Board  shall  require  the  Federal  roeoiwi 
agent  to  transmit  so  much  of  the  paid  gold  to  the  Treasurer  of  the  United  States  so 
much  of  the  gold  held  by  him  as  collateral  security  for  Federal  reserve  notes  as  may  be 
required  for  the  exclusive  purpose  of  the  redemption  of  such  setes  Federal  reserve 
notesy  but  such  gold  when  deposited  with  the  Treasurer  shall  be  counted  and  considered  as 
if  collateral  security  on  deposit  tvith  the  Federal  reserve  agent, 

"Any  Federal  reserve  bank  may  at  its  discretion  withdraw  collateral  deposited 
with  the  local  Federal  reserve  agent  for  the  protection  of  its  Federal  reserve  notes 
dopooitod  with  it  issued  to  it  and  shall  at  the  same  time  substitute  therefor  other  like 
collateral  of  equal  amount  with  the  approval  of  the  Federal  reserve  agent  under 
regulations  to  be  prescribed  by  the  Federal  Reserve  Board.  Any  Federal  reserve  bank 
may  retire  any  of  its  Federal  reserve  notes  by  depositing  them  with  the  Federal  reserve  agent 
or  with  the  Treasurer  of  the  United  States,  and  stuh  Federal  reserve  bank  shall  thereupon  is 
entitled  to  receive  back  the  collateral  deposited  with  the  Federal  reserve  agent  for  the  secKrity 
of  such  notes.  Federal  reserve  banks  shall  not  be  required  to  mamtain  the  reserve  or  As 
redemption  fund  heretofore  provided  for  against  Federal  reserve  notes  whiA  have  been 
retired;  nor  shall  they  be  further  liable  to  pay  any  interest  duxrge  whidt  may  have  been 
imposed  thereon  by  the  Federal  Reserve  Board.  Federal  reserve  notes  so  deposited  shaU 
not  be  reissued  except  upon  compliance  with  the  conditions  of  an  origvuU  issue.^* 

Sec.  7.  That  section  seventeen  be,  and  is  hereby,  amended  so  as  to  read  as  Mlows: 

"Sec.  17.'  So  much  of  the  provisions  of  section  fifty-one  hundred  and  fifty-nine  of 
the  Revised  Statutes  of  the  United  States  and  section  four  of  the  Act  of  June  twNitieth, 
eighteen  hundred  and  seventy-four,  and  section  eight  of  the  Act  of  July  twelfth, 
eighteen  hundred  and  eighty-two,  and  of  any  other  provisions  of  existing  statutes  as 
require  that  before  any  national  banking  associations  shall  be  authorized  to  commence 
banking  business  it  shall  transfer  and  deliver  to  the  Treasurer  of  the  United  States  a 
stated  amount  of  United  States  registered  bonds,  and  so  much  (^  l^^o^  provisions  or  of 
any  other  provisions  of  existing  statuta  as  require  any  national  banking  associations  now 
or  hereafter  organized  to  maintain  a  minimum  deposit  of  swk  bonds  wiih  the  Treaeurer 
is  hereby  repealed .'* 

Sec.  8.  That  paragraph  five  of  section  eighteen  be,  and  is  hereby,  amended  so  as  to 
read  as  follows: 

"Upon  the  deposit  with  the  Treasurer  of  the  United  States  of  bonds  so  purchased,  or 
any  bonds  with  the  circulating  privilege  acquired  under  section  four  ol  this  Act,  or 
any  three  per  centum  one^ear  gold  notes  issued  in  aooordanos  with  ths  prom»on»  of  this 
section,  any  Federal  reserve  bank  making  such  deposit  in  the  Bniaiar  provided  b^ 
existing  law /or  the  depoeit  by  national  banks  qf  bonds  bearing  ths  smilalnif  frinkgs^ 
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shall  be  entitled  to  receive  from  the  Comptroller  of  the  Currency  circulating  notes 
in  blank,  registered  and  coimtersigned  as  provided  by  law,  equal  in  amount  to  the 
par  value  of  the  7u>tes  or  bonds  so  deposited.  Such  circulating  notes  shall  be  obla- 
tions of  the  Federal  reserve  bank  procuring  the  same,  and  shall  be  in  form  prescribed 
by  the  Secretary  of  the  iTreasury,  and  to  the  same  tenor  and  effect  as  national  bank 
notes  now  provided  by  law.  They  shall  be  issued  and  redeemed  under  the  same 
terms  and  conditions  as  national  bank  notes,  except  that  they  shall  not  be  limited  ta 
the  amount  of  the  capital  stock  of  the  Federal  reserve  bank  issuing  them.  Circulating 
notes  of  Federal  reserve  banks  secured  by  three  per  centum  one^ear  gold  notes  shall  be 
subject  to  the  same  tax  imposed  by  law  on  circulating  notes  which  are  secured  by  three  per 
centum  boj^ofthe  United  States.** 

8sc.  9.  That  section  nineteen  be  further  amended  and  reenacted  so  as  to  read  as 
foUows: 

"Sbo.  19.  Demand  deposits  within  the  meaning  of  this  Act  riiall  comprise  all 
deposits  payable  within  'thirty  days,  and  time  deposits  shall  comprise  all  deposits 
payable  after  thirty  days,  tm^  all  savings  accoimts  and  certificates  of  deposit  which  are 
subject  to  not  less  than  thirty  days'  notice  before  payment,  and  all  postal  samngs  deposits, 
^^Wben  the  BocrotoFy  of  the  Treoouiy  shall  have  efficiolly  announced, in  puchmannog 
■0  he  may  elect,  the  eotablishmont  of  a  Fodcrol  roocrvc  bank  .in  any  diotrict,  ovogy 
Bubecfibing  mombor  Every  bank,  banking  association^  or  trust  company  which  is  or 
which  becomes  a  member  of  any  Federal  reserve  bank  shall  establish  and  maintain  reserve 
balances  with  its  Federal  reserve  bank  pooorveo  as  follows: 

"(a)  Iftrheak  not  in  a  reserve  or  central  reserve  city,  as  now  or  hereafter  defined, 
it  shidl  hold  and  maintain  with  the  Federal  reserve  bank  of  its  district  an  actual  net 
balance  rooorvoo  equal  to  not  less  than  %wel¥e  seven  per  centum  of  the  aggr^ate  amount 
of  its  demand  deposits  and  fi¥e  three  per  centum  of  its  time  depositsy  oo  follows!. 

■*In  ito  vaults  for  a  period  of  thirty  six  months  after  oaid  date  five  twelfths  thoffool 
and  permanontly  thoroaftor  fottf  twelfths. 

"  In  the  Federal  resopvo  bank  of  ito  district,  for  a  period  of  twelve  months  after  ooid 
date,  two  twelfths,  land  for  each  Duccooding  oix  months  an  odditional  one  twelfth,  until 
fivi^  twelfths  have  boon  so  depooitod,  which  shall  bo  the  amount  permanently  required-. 
'*  For  a  period  of  thirty  oin  months  after  ooid  date  the  balance  of  the  reserve  moy  be 
hold  in  its  own  vaults  or  in  the  FedoFol  roocrve  bank,  or  in  national  banks  in  reserve 
or  central  reserve  cities  ao  now  defined  by  law. 

'*  Aftef  said  thirty  six  months  *  period,  said  rooorvoo  other  than  those  hereinbefore  re  ■ 
quired  to  bo  hold  in  the  vaults  of  the  member  bank  and  in  the  Federal  reserve  bank, 
shall  bo  hold  in  the  vaults  of  the  member  banlc  or  in  the  Federal  roosrve  bank  or  in 
both,  at  the  option  of  the  member  bank. 

"  0>)  //'o-bcttk  in  a  reserve  city,  as  now  or  hereafter  defined ,  it  shall  hold  and  main- 
tain with  the  Federal  reserve  bank  of  its  district  an  actual  net  balance  reoerveo  equal  to 
not  less  than  fifteen  ten  per  centum  of  the  aggregate  amount  of  its  demand  deposits 
and  fi¥e  three  per  centum  of  its  time  deposits,  as  follows!. 

**  In  ito  vaults  for  a  period  of  thirty  six  months  after  said  date  tax  fiftconthri  thereof, 
and  permanently  theroofter  five  fifteenths. 

**In  the  Fedorol  reserve  bank  of  ito  district  for  a  period  of  twelve  months  after  the 
date  aforesaid  at  least  throe  fifteenths,  and  for  each  succeeding  six  months  an  addi 
tienal  one  fifteenth,  until  six  fiftoentho  have  been  so  dopoeitod,  which  shall  be  the 
aiaewrt  permanently  roquiredr 

**  For  a  period  of  thirty  six  months  after  said  date  the  balance  of  the  roeorvos  may  be 
held  in  its  own  vaults,  or  in  the  Federal  reoorve  bank,  or  in  national  banks  in  reserve 
Of  central  reoorve  citioo  ao  now  defined  by  lawi 

^'Aftof  said  thirty  six  months*  period  all  of  oaid  reserves  except  those  heroinbofore 
geqmted  to  bo  held  permanently  in  the  vaults  of  the  member  bank  and  in  the  Federal 
reserve  bank,  shall  be  held  in  the  vaulto  of  the  Fedorol  rosogve  bonk^  or  in  both^  at  the 
eption  of  the  member  bankr 
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''(c)  Iftir^Bmk  in  a  central  reserve  city,  as  now  or  hereafter  defined  it  AaU  hold 
and  maintain  with  the  Federal  reserve  bank  of  it$  diitriet  an  actual  net  balance  loouye 
equal  to  not  less  than  eighteen  thirteen  per  centum  of  the  aggregate  amount  of  iti 
demand  deposits  and  #¥e  three  per  centimi  of  its  time  depositor  as  follows!. 

**  In  its  vaults  bul  oightoonthfl  thofo^ 

-'  In  the  Fodofnl  roeogve  banh  seven  oighteenths? 

^*  The  balttnco  of  oaid  rosorvoo  shall  bo  hold  in  ito  own  ¥aultis  of  im  4ho  Fodwal  remsrwe 
bank  at  ito  optioni 

"Every  member  bank  shall  maintain  in  its  oton  vaults  an  amount  of  specie  or  eurremof 
equal  to  at  least  five  per  centum  of  its  demand  deposits  less  the  amount  of  those  balances 
with  the  Federal  reserve  bank  which  are  in  excess  of  the  minimum  balances  required  h^ 
this  section, 

"  Any  Federal  fosorvo  bank  may  Foeoive  from  the  mombef  banhs  as  wmofvob,  not  em 
eooding  one  half  of  each  inotollmont,  eligible  papof  as  described  in  sectioii  fottrtece, 
ppoporly  indorood  and  accoptablo  to  the  oaid  rosorve  banh? 

"If  a  Stato  bank  or  trust  company  is  roquifod  by  the  law  of  its  State  to  keep  ili 
rosorvos  cither  in  its  own  vaults  of  with  another  State  bank  of  trust  company,  Bueh 
pooorvo  deposits  oo  kept  in  ouch  State  bank  or  trust  company  shall  be  constwied  withia 
the  moaning  of  this  section,  ao  if  they  wore  rosorvo  deposits  in  a  national  bonk  in  a 
losoFVo  or  central  reserve  city  for  a  period  of  throe  years  after  the  Sccrotafy  oi  the 
Treasury  shall  have  officially  announced  the  cotablishmont  of  a  Federal  pooopvo  bonk 
in  tho  diotriet  in  which  ouch  State  bank  or  trust  company  is  situate  o»eept  as  thus  pre 
vidod,  no  No  member  bank  shall  keep  on  deposit  with  any  nonmember  bank  a  sum  in 
excess  of  ten  per  centum  of  its  own  paid-up  capital  and  surplus.  No  member  bank 
shall  act  as  the  medium  or  agent  of  a  nonmember  bank  in  applying  lot  or  receiving 
discounts  from  a  Federal  reserve  bank  under  the  provisions  of  this  Act,  except  by 
permission  of  the  Federal  Reserve  Board. 

''The  reserve  required  balance  carried  by  a  monber  bank  with  a  Federal  reserve 
bank  may,  under  the  regulations  and  subject  to  such  penalties  as  may  be  prescribed 
by  the  Federal  Reserve  Board,  be  checked  against  and  withdrawn  by  such  member 
bank  for  the  purpose  of  meeting  existing  liabilities:  Provided,  however,  That  no 
bank  shall  at  any  time  make  new  loans  or  shall  pay  any  dividends  unless  and  until 
the  total  reserve  balance  required  by  law  is  fully  rest<»ed. 

"In  estimating  the  rooorvoo  balances  and  the  cash  in  vault  required  by  this  Act,  the 
net  balance  difference  of  amounts  due  to  and  from  other  banks  shall  be  taken  as  the 
basis  for  ascertaining  the  deposits  against  which  rooorvoo  required  balances  with  Federal 
reserve  banks  and  cash  in  vautt  shall  be  determined.  Balances  in  reserve  banks  du» 
to  mombor  banks  ohall  to  tho  extent  herein  provided  be  counted  ap  roooFVoo. 

' '  National  banks,  or  banks  organized  under  local  laws,  located  in  Alaska  or  in  a  depend- 
ency or  insular  possession  or  any  part  of  the  United  States  outside  the  continental  United 
States  may  remain  nonmember  banks,  and  shall  in  that  event  maintain  reserves  and 
comply  with  all  the  conditions  now  provided  by  law  regulating  them;  or  said  banks 
except  in  tho  Philippine  Islands  may,  with  the  consent  of  the  Reserve  Board,  become 
member  banl»  of  any  one  of  the  reserve  districts,  and  shall  in  that  event  take  stocky 
maintain  reserves,  and  be  subject  to  all  the  other  provisions  of  this  Act." 

Sec.  10.  That  that  part  of  section  twenty-two  which  reads  as  follows:  "  Other  than 
the  usual  salary  or  director's  fee  paid  to  any  officer,  director,  or  employee  of  a  monber 
bank  and  other  than  a  reasonable  fee  paid  by  said  bank  to  such  officer,  director,  or 
employee  for  services  rendered  such  bank,  no  officer,  director,  employee,  or  attorney 
of  a  member  bank  shall  be  a  beneficiary  of  or  receive,  directly  or  indirectly,  any  fee, 
commission,  gift,  or  other  consideration  for  or  in  connection  with  any  transaction  or 
business  of  the  bank,''  be,  and  hereby  is,  amended  and  reenacted  so  as  to  read  as 
follows: 

"Other  than  the  usual  salary  or  director's  fee  paid  to  any  officer,  director,  er  em- 
ployee, or  attorney  of  a  member  bank,  and  other  than  a  reasonable  fee  paid  by  said 
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back  to  such  officer,  director,  ep  employee,  or  attorney  for  services  rendered  to  such 
bank,  no  officer,  director,  employee,  or  attorney  of  a  member  bank  shall  be  a  benefi- 
ciary of  or  receive,  directly  or  indirectly,  any  fee,  commission,  gift,  or  other  consid- 
eration for  or  in  connection  with  any  transaction  or  business  of  the  bank:  Provided^ 
however f  That  nothing  in  thi»  Act  contained  shall  he  construed  to  prohibit  a  director,  officer, 
employee  or  attorney  from  receiving  the  same  rate  of  interest  paid  to  other  depositors  for 
similar  deposits  made  with  such  bank,  or  to  prohibit  an  attorney  or  director  who  is  not  an 
officer  or  employee  from  receiving,  directly  or  indirectly,  the  usual  and  customary  commis- 
sions or  fees  for  services  rendered  in  buying  and  selling  securities  or  other  investments  for  or 
on  aceount  of  such  bank;  btU  in  this  latter  case  the  action  of  the  board  of  directors  in  direct- 
ing each  purdiase  or  sale  of  such  securities  or  other  investments  must  be  by  an  affirmative 
vote  or  written  assent  of  at  least  three-fourths  of  the  members  of  the  board  exclusive  of  the 
fHredor  interested  and  must  be  recorded  in  the  minutes  of  the  meeting  of  said  board,  su4A 
minuies  to  specify  the  name  of  the  director  and  the  firm  or  corporation  with  which  he  is  con- 
neeted,  if  any,  through  which  such  order  is  to  be  executed,  together  with  the  amount  of  the 
fee  or  commission  to  be  paid  on  each  transaction:  And  provided  further,  That  notes,  drafts, 
kiUs  of  eoukange,  or  other  evidences  of  debt  executed  or  indorsed  by  directors  or  attorneys  of 
a  member  bank  may  be  discounted  with  su4:h  member  bank  on  U^e  same  terms  and  condi- 
tions as  other  notes,  drafts,  bills  of  exchamjge,  or  evidences  of  debt  upon  the  affirmative  vote 
or  umtten  assent  of  at  least  three-fourths  of  the  members  of  the  board  of  directors  of  sudi 
member  bank. 

Sbc.  11.  That  section  twenty-five  be  amended  by  adding  a  subsection  (a)  to  read 
as  follows: 

'*Sbc.  25a.  That  any  member  bank  located  in  a  city  or  incorporated  town  of  more 
than  one  hundred  thousand  inhabitants  and  possessing  a  capital  and  surplus  of 
$1,000,000  or  more  may,  under  such  rules  and  regulations  as  the  Federal  Reserve 
Board  may  i»eecribe,  establish  branches,  not  to  exceed  ten  in  number,  within  the 
corporate  limits  of  the  city  or  town  in  which  it  is  located:  Provided,  That  no  such 
branch  shall  be  established  in  any  State  in  which  neither  State  banks  nor  trust  com- 
panies mr y  lawfully  establish  branches/' 


KERN  AMENDMENT  TO   CLATTON  ACT. 

AN  ACT  To  amend  saotioa  eight  of  an  Act  entitled  "An  Aet  to  supplement  existing  lavs  against  unlawftil 
restraints  and  monopolies,  and  for  other  purposes,"  approved  October  fifteenth,  nineteen  hundred  and 
(borteen. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the*  United  Slates  of  America 
in  Congress  assembled.  That  section  eig^t  of  an  Act  entitled  ''An  Act  to  supplement 
existing  laws  against  unlawful  restraints  and  monopolies,  and  for  other  purposes,'' 
approved  October  fifteenth,  nineteen  hundred  and  fourteen,  be,  and  the  same  is 
hereby,  amended  by  striking  out  the  period  at  the  end  of  the  second  clause  of  said 
section,  inserting  in  lieu  thereof  a  colon,  and  adding  to  said  clause  the  following: 

**And  provided  further.  That  nothing  in  this  Act  shall  prohibit  any  officer,  director, 
or  employee  of  any  member  bank  or  class  A  director  of  a  Federal  reserve  bank,  who 
Bhall  first  procure  the  consent  of  the  Federal  Reserve  Board,  which  board  is  hereby 
authorized,  at  its  discretion,  to  grant,  withhold,  or  revoke  such  consent,  from  being 
an  officer,  director,  or  employee  of  not  more  than  two  other  banks,  banking  associa- 
tions, or  trust  companies,  whether  organized  under  the  laws  of  the  United  States  or 
any  State,  if  such  other  bank,  banking  association,  or  trust  company  is  not  in  sub- 
stantial competition  with  such  member  bank. 

"The  consent  of  the  Federal  Reserve  Board  may  be  procured  before  the  person 
applyiDg  therefor  has  been  elected  as  a  class  A  director  of  a  Federal  reserve  l^nk  or 
as  a  director  of  any  member  bank." 

Approved,  May  15,  1916. 
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Exhibit  J.— MEMBERS  OF  FEDERAL  RESERVE  SYI^TEM. 

All  national  banks  in  the  continental  United  States  are,  under  the 
Federal  Reserve  Act,  members  of  the  Federal  Reserve  System. 

There  were,  on  December  31,  1916,  7,690  national  banks,  members 
of  the  system,  and  37  State  banks. 

The  hsi  of  State  banks  is  as  follows: 


Bank. 


Locaticn. 


Federal  Re- 
sen^e  Bank. 


CaidtaL 


Continental  Trust  Co 

The  Savings  Bank  of  Richmond. . . 

Bank  of  Woodruff 

Builivan  Bank  &  Trost  Co 

Central  Trust  Co.  of  Illinois 

Bank  of  Wisconsin 

Mercantile  Trust  Co 

First  State  Bank. 

Do 

The  Citizens  State  Bank 

Farmers  &  Merchants  State  Bank. . 

Bank  of  Eufaula 

First  State  Bank. 

Do 

Do 

Do 

Broadway  Trust  Co 

Fidelity  Trust  Co 

Old  Colony  Trust  Co 

Badger  State  Bank 

Fort  Scott  State  Bank 

German-American  Bank 

Elmhurst  State  Bank 

Fruit  Growers  State  Bank 

Bank  of  Lewellen 

Central  State  Bank 

Bank  of  Hartsville 

Commercial  Trust  &  Savings  Bank 

Conmiercial  &  Savings  Bank 

Guardian  Trust  &  Savings  Bank. .. 

Merchants  &  Farmers  Bank. 

Peoples  Bank 

First  State  Bank. 

Com  Exchange  Bank 

American  Trust  A  Savings  Bank.. . 

Bankers  Loan  &  Trust  Co. 

Bank  of  Iota 


Washington,  D.  C 

Richmond,  Va 

Woodruff,  B.C 

Montgomery,  Ala. . 

Chicago,  111 

Madison,  Wis 

St.  Louis,  Mo 

Dallas,  Tex 

Boiiham,Tex 

Memphis,  Tex 

Bdgewood,  Tex.... 

EufeukAla 

Savoy.  Tex 

Hanimi,  Tex. 

WollcChy.Tex.... 

Bremond.  Tex 

New  York,  N.Y... 
Kansas  City,  Mo... 

Boston,  Maiss 

MUwaukee,  Wis.... 
Fort  Scott.  Kans. . . 
Minneapous.  Minn. 

Elmhurst,  111 

Saugatuck.  Mich . . . 

Lewellen,  Nebr 

Dallas,  Tex 

Hartsville,  S.  C 

Joliet,IlL. 

Albion,  Mich. 

Toledo,  Ohio. 

Cheraw,8.  C 

Sumter.  8.  C 

DeKalD,Tex 

New  York,  N.Y... 
Birmingham,  Ala. . 
Sioux  City,  iowa. . . 
Iota,  La. 


Richmond 

do 

do 

Atlanta 

Chicago 

do 

St.  Louis. 

Dallas 

.....do 

do 

do 

Atlanta 

Dallas. 

do 

do 

do 

New  York.... 
ElansasCity... 

Boston. 

Chicago 

Ejmsas  City... 
Minneap(d]s. . . 

Chicago ... 

do 

Kansas  City... 

Dallas 

Richmond 

Chicago 

do 

Cleveland 

Richmond 

do 

Dallas 

New  York.... 

Atlanta 

Chicago 

Atlanta 


$1,000,000 
200,000 

40,700 
250,000 
4,500,000 
300,000 
8,000,000 
250,000 
100,000 

75,000 

36,000 
100,000 

25,000 

25,000 
100,000 

50,000 

1,600,000 

1,000,000 

6,000,000 

200,000 

100,000 

200,000 

60,000 

50,000 

25,000 
200,000 

50,000 
100,000 

50,000 
200,000 
100,000 
100,000 

25,000 

8,500,000 

600,000 

100,000 

25,000 


$100,  <» 

200,000 

10,806 

25,786 

1,000,000 

60,066 

6,500.006 

21,806 

14,000 

26,406 

7,060 

14,066 

8,806 

1,386 

21,006 

25,006 

750,000 

1,000,006 

6,000,066 

2,006 

25,666 

200.066 

25,666 

10,006 

10,066 


50.000 

5,000 

25,000 

200,000 

1,260 

17,400 

25,000 

6,901,165 

2SO,00O 

5,000 
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Exhibit  K.— FOREIGN  BRANCHES  AUTHORIZED. 

The  Boaxd  has  authorized  the  estabUshment  of  foreign  branches 
and  subbranches  of  national  banks  as  follows: 

National  (Ity  Bank,  New  York  City:  Date  authoriied. 

Branch  at  Buenos  Aires,  Argentina Sept.    2, 1914 

Subbranch  at  Montevideo,  Uruguay Apr.    16, 1915 

Branch  at  Rio  de  Janeiro,  Brazil Sept.    2, 1914 

Subbranches  at  Santos,  Sao  Paulo,  Pemambuco,  Para,  and 

Bahia,  Brazil Dec.    23, 1914 

Branch  at  Habana,  Cuba Mar.    17, 1915 

Subbranches  at  Santiago,  Matanzas,  Cienfuegos,  Guantanamo, 
Camaguey,  Cardenas,  Manzanillo,  Cuba;  Kingston,  Jamaica; 

and  Santo  Domingo,  Santo  Domingo Mar.    17, 1915 

Branch  at  Valparaiso,  Chile • Oct.    18, 1915 

Subbranches  at  Antofagasta  and  Santiago,  Chile Oct.    18, 1915 

Branch  at  Genoa,  Italy May    25, 1916 

Subbranches  at  Turin,  ^filan,  Venice,  Florence,  Rome,  Naples, 

and  Palermo,  Italy May    25,1916 

Branch  at  Petrograd,  Russia July      5, 1916 

Subbranches  at  Moscow,  Odessa,  Warsaw,  Riga,  Baku,  Astra- 
khan, Vladivostok,    Sebastopol,    Helsingfors,    and     Vilna, 

Russia July^    5,1916 

Commercial  National  Bank,  Washington,  D.  (\ : 

Branch  at  Panama  City,^  Panama Jan.     12, 1915 

Bnmch  at  Cristobal,  Canal  Zone Nov.   30, 1914 
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Exhibit  L.— CIRCULARS  AND  REGULATIONS  OF  THE  FEDERAL 

RESERVE  BOARD. 

SPECIAL  INSTRUCTIONS  NO.  1  OF  1916. 

Washington,  Jufy  tf,  1916. 
To  All  Federal  Reserve  Agents: 

The  prohibitioDs  of  section  8  of  the  Clayton  Act  which  relate  to  interlocking  bank 
directorates  go  into  effect  on  October  15,  1916.  These  prohibitions  relate  to  banks 
organized  or  operating  under  the  laws  of  the  United  States,  and  therefore  apply  to  State 
banks  or  trust  companies  which  are  members  of  the  Federal  Reserve  System  as  weU 
as  to  national  banks.  For  convenience,  therefore,  banks  '*  organized  or  operating 
under  the  laws  of  the  United  States'*  will  be  referred  to  as  ''member  banks." 

analysis   op  section  8  OP  THE  ACT. 

As  originally  enacted,  section  8  of  the  Clayton  Act  provides,  in  substance — 

(a)  That  no  person  shall  be  a  director,  officer,  or  employee  of  a  member  bank  having 
resources  aggregating  more  than  $5,000,000  and  at  the  same  time  a  director,  officer,  or 
employee  of  any  other  member  bank; 

(b)  That  no  private  banker  or  person  who  is  a  director  of  a  nonmember  bank  having 
resources  aggregating  more  than  $5,000,000  shall  be  eligible  to  serve  at  the  same  time 
as  a  director  in  any  member  bank; 

(c)  That  no  member  bank  in  a  city  of  more  than  200,000  inhabitants  shall  have  as  a 
director  or  other  officer  or  employee  any  private  banker  or  any  director  or  other  officer 
or  employee  of  any  other  bank  or  trust  company  located  in  the  same  place. 

EXCEPTIONS. 

The  provisions  of  section  8 — 

(1)  Do  not  apply  to  mutual  savings  banks  not  having  a  capital  stock  represented 
by  shares. 

(2)  Do  not  prohibit  a  person  from  being  at  the  same  time  (a)  a  class  A  director  of  a 
Federal  Reserve  Bank  and  also  an  officer  or  director,  or  both  an  officer  and  a  director, 
in  one  member  bank;  (b)  an  officer,  director,  or  employee  of  one  member  bank  and 
one  other  bank  or  trust  company,  whether  a  member  bank  or  nonmember  bank,  where 
the  entire  capital  stock  of  one  is  owned  by  the  stockholders  of  the  other. 

THE   KERN  AMENDMENT. 

By  an  Act  of  Congress,  approved  May  15,  1916,  section  8  was  amended  by  the 
addition  of  a  further  proviso  reading  as  follows: 

"  Nothing  in  this  Act  shall  prohibit  any  officer,  director,  or  employee  of  any  member 
bank,  or  class  A  director  of  a  Federal  Reserve  Bank,  who  shall  first  procure  the  conaent 
of  the  Federal  Reserve  Board  *  *  *  from  being  an  officer,  director,  or  employee 
of  not  more  than  two  other  banks  *  *  *  if  such  other  bank  *  *  *  is  not  in 
substantial  competition  with  such  member  bank . ' ' 

The  duty  imposed  upon  the  Federal  Reserve  Board  in  passing  upon  any  application 
made  under  authority  of  this  amendment  is  to  determine  whether  or  not  the  two  banks 
in  question  (or  either  of  them)  are  in  substantial  competition  with  the  member  bank. 
If  both  are  nonmember  banks  the  Act  does  not  require  that  they  shall  not  be  in 
substantial  competition  with  each  other. 
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In  reaching  a  conclusion  on  this  point,  it  will  be  necessary  for  the  Board  to  call  upon 
the  Federal  Beserve  Agent,  as  its  local  representative,  to  make  investigation  of  the 
facts  in  each  case,  to  report  the  same  to  the  Board  and  to  give  the  Board  the  benefit 
of  his  recommendation  whether  the  consent  applied  for  shall  be  granted  or  refused. 
It  is,  therefore,  necessary  to  call  to  the  attention  of  the  Federal  Reserve  Agents  some 
of  the  factors  which  must  be  coubidered  in  determining  the  question  of  whether  or  not 
the  banks  involved  are  in  substantial  competition. 

PURPOSES  OP  THE  ACT  AND  THE  AMENDMENT. 

The  significance  of  the  language  ''substantial  competition  "  can  not  be  fully  under- 
stood without  considering  the  purpose  of  the  original  act  as  well  as  that  of  the  amend- 
ment. 

As  outlined  by  the  Judiciary  Committee,  in  reporting  the  original  bill  to  the  House, 
the  purpjose  of  section  8  of  the  original  Clayton  Act  was  "to  prevent  as  far  as  possible 
control  of  great  aggregations  of  money  and  capital  through  the  medium  of  common 
directors  between  banks  and  banking  associations,  the  object  being  to  prevent  the  con- 
centration of  money  or  its  distribution  through  a  system  of  interlocking  directorates." 

It  will  be  observed  that  the  Act  does  not  undertake  to  prevent  interlocking  directo- 
rates of  banks  located  in  small  cities  and  having  small  aggregate  resources.  It  applies 
in  terms  to  the  qualification  of  directors,  officers,  and  employees  of  banks  (a)  in  cities 
of  more  than  ^,000  inhabitants  or  (6)  having  resomces  aggregating  more  than 
$5,000,000. 

WhUe  the  general  purpose  of  the  Act,  as  indicated  by  its  title,  was  "to  supplement 
existing  laws  against  imlawful  restraints  and  monopolies,^'  and  while  monopolies  are 
created  by  a  restraint  of  legitimate  competition  a  literal  interpretation  of  section  8  as 
originaUy  enacted  would  prohibit  a  person  from  serving  at  the  same  time  as  a  director, 
officer,  or  employee  of  two  or  more  banks,  imder  certain  circumstances,  whether  or 
not  such  banks  were  competitors.  The  Kern  amendment,  however,  authorizes  the 
Board  to  permit  a  director,  officer,  or  employee  of  a  member  bank,  who  otherwise 
would  be  ineligible,  to  serve  as  a  director,  officer,  or  employee  of  not  more  than  two 
other  banks  or  trust  companies,  whether  State  or  National,  provided  such  other  banks 
or  trust  companies  are  not  in  substantial  competition  with  such  member  bank. 

It  should  be  borne  in  mind  that  the  Act  does  not  vest  an  arbitrary  discretion  in  the 
Board  to  permit  the  same  person  to  serve  on  the  board  of  directors  of  any  two  or  more 
banks,  when  such  banks  come  within  the  restrictive  language  of  the  Act  as  originally 
passed;  but  it  merely  confers  authority  upon  the  Board  to  permit  interlocking  direc- 
torates when  such  banks  are  not  in  substantial  competition,  within  the  meaning  of 
the  Act. 

'  SUBSTANTIAL  COBfPETmON. 

It  IB  manifest  that  no  fixed  rule  can  be  prescribed  by  which  this  question  can  be 
automatically  determined.  The  facts  in  each  case  must  be  carefully  considered  and 
it  is  the  duty  of  the  Board  to  withhold  its  consent  in  any  case  in  which  it  would  defeat 
the  purposes  of  the  Act  to  permit  the  same  person  to  serve  as  an  officer,  director,  or 
employee  of  more  than  one  bank. 

If  the  two  banks  in  question  are  not  competitors  in  any  respect,  no  question  arises. 
If  they  do  compete,  the  very  difficult  question  arises  whether  or  not  the  competition 
is  "substantial." 

It  is  necessary  to  keep  in  mind  that  the  main  purpose  of  the  Act  was  to  prevent  the 
monopolization  and  centralization  of  cerdit  through  interlocking  directorates  of 
banking  institutions.  One  of  the  injurious  results  of  such  conditions  is  that  the 
public  is  deprived  of  the  benefit  of  legitimate  competition. 

In  genera],  therefore,  two  banks  coming  within  the  prohibition  of  the  original  Act 
would  be  deemed  to  be  in  substantial  competition  within  the  meaning  of  the  language 
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used  in  the  amendment  if  the  business  engaged  in  by  such  banks  under  natural  and 
normal  conditions  conflicts  or  interferes,  or  if  the  cessation  of  competition  between 
the  two  would  be  injurious  to  customers,  or  would-be  customers,  or  would  probably 
result  in  appreciably  lessening  the  volume  of  business  or  kinds  of  busineaB  of  either 
institution. 

It  is  realized  that  some  difficulty  will  be  experienced  in  the  application  of  this  test. 

Two  banks  engaged  in  the  same  character  of  busiiiess  (for  example,  whi»e  both 
receive  commercial  deposits  and  make  commercial  loans)  would  be  regarded  as  in 
substantial  competition  if  their  fields  of  activity  extended  over  the  same  geographical 
territory.  If  their  operations  were  not  carried  on  in  the  same  geographical  teiritory, 
then,  although  they  engaged  in  the  same  claas  of  business,  they  would  not  necessarily 
be  regarded  as  substantiid  competitors. 

Again,  if  they  conducted  their  operations  in  the  same  place,  but,  because  of  tibeir 
comparatively  small  size  in  relation  to  the  total  banking  opportunities  of  the  locality, 
and  because  of  the  fact  that  they  did  not  deal  with  the  same  class  of  customers,  the 
cessation  of  competition  between  them  might,  from  the  public  point  of  view,  be 
unimportant;  they  would  not  necessarily  be  deemed  to  be  in  substantial  competititm. 
Or  if  their  operations  were  conducted  in  the  same  locality,  but  the  character  of  businesB 
engaged  in  differs  fundamentally  (for  example,  where  one  does  only  an  essentially 
commercial  banking  business,  while  the  other  does  only  an  essentially  trust  company 
or  fiduciary  business),  such  banks  need  not  be  r^arded  as  in  substantial  competitioiL 

It  is,  therefore,  necessary  to  consider  the  scope  or  extent  of  territcny  that  a  bank's 
operations  cover  and  the  character  and  kinds  of  busLnees  it  engages  in.  Size,  measured 
by  aggr^ate  resources,  will  constitute  one  of  the  Victors  to  be  considered,  since  to 
increase  the  volume  o(  loanable  funds  usually  increases  the  radius  of  a  bank's  opera- 
tions. A  bank  with  $100,000,000  resources  would  seek  investments  in  a  larger  area 
and  of  a  more  diverse  character  than  a  bank  with  $5,000,000,  and  so  migjit  come  into 
competition  with  banks  located  some  distance  away,  while  the  bank  with  $5»000,000 
resoiurcee  mi^^t  not  extend  its  activities  to  any  real  extent  beyond  the  borders  of  the 
city  in  which  it  is  located.  For  example,  a  bank  in  New  Y<vk  mi^t  come  into 
substantial  competition  with  a  bank  in  Chicago  if  both  were  engaged  in  the  same 
class  of  business  and  if  both  had  become  so  large  as  to  be  more  than  local  institutions. 

"Where  the  operations  of  the  two  banks  cover  a  common  territory  from  a  geQgn4>hicaI 
standpoint,  it  is  necessary  to  consider  carefully  the  character  of  business  engaged  in. 
As  a  very  large  proportion  of  the  member  banks  do  a  commercial  banking  business 
the  volume  of  this  business  within  the  territory  covered  by  the  operations  of  the  banks 
in  question  becomes  an  important  factor.  In  a  city  of  250,000  inhabitants  any  tiro 
banks  which  engaged  in  a  commercial  banking  business  to  any  great  extent  would 
presumably  come  into  substantial  competition,  whereas 'in  a  city  of  2,000,000  inhab- 
itants the  operations  of  one  bank  migjit  be  substantially  confii^  to  the  wholesale 
district  only,  while  those  of  another  might  be  substantially  confined  to  the  retail 
district  only,  and  so  might  be  noncompetitive  in  the  sense  that  an  increase  or  decrease 
in  the  business  of  one  would  not  affect  the  business  of  the  other. 

R^SUMlfc. 

It  is  therefore  necessary  that  consideration  should  be  given — 

(1)  To  the  size  in  aggregate  resources  of  banks  involved. 

(2)  To  the  character  of  business  engaged  in,  i.  e.,  the  extent  of  commercial  business 
and  extent  of  purely  investment  or  trust  company  business  of  the  two  institutions. 

(3)  Whether  the  operations  of  the  two  banks  cover  the  same  geographical  territory. 

(4)  Whether  the  two  banks  actually  compete  to  any  appreciable  extent  in  any 
important  activity,  for  example,  (a)  in  soliciting  deposits  on  demand  or  on  time  from 
other  banks  or  individuals,  (&)  in  the  purchase  or  sale  of  commercial  paper  or^  other 
securities,  (c)  in  the  purchase  or  sale  of  foreign  exchange,  (d)  in  soliciting  trustee- 
ships, etc. 
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The  form  of  application  approved  by  the  Board  is  intended  to  furnish  an  analysis 
of  the  character  of  business  of  the  banks  involved  as  far  as  it  is  possible  to  determine 
this  from  the  books  of  the  bank.  The  Federal  Reserve  Agent  shoiild  supplement 
this,  however,  with  any  information  he  may  be  able  to  obtain  and  should  base  his 
recommendation  upon  the  facts  in  each  case.  If  he  concludes  that  there  is  substantial 
competition  between  the  banks  or  that  interlocking  directorates  or  common  officers 
or  employees  of  the  two  banks  might  result  in  any  injury  to  the  public,  or  in  any 
substantial  restraint  of  or  detriment  to  the  business  of  either  bank,  he  should  recom- 
mend that  the  application  be  refused.  The  Board,  in  reaching  a  decision,  will  care- 
fully consider  the  recommendation  of  the  Federal  Reserve  Agent  and  will  base  its 
conclusion  upon  the  report  and  recommeiidation  of  the  agent  together  with  other 
information  which  its  own  investigation  may  disclose. 

The  Kern  amendment  authorizes  the  Federal  Reserve  Board  at  its  discretion 
'**  *  *  to  revoke  such  consent."  In  order  that  the  Federal  Reserve  Board 
may  revoke  its  consent  at  any  time  it  becomes  necessary,  Federal  Reserve  Agents 
should  keep  it  advised  of  any  change  either  in  local  business  conditions  or  in  the 
reeourcee  or  character  of  business  conducted  by  the  banks  which  may  tend  to  make 
them  substantial  competitors. 

In  view  of  the  great  amount  of  time  necessary  to  an  adequate  consideration  of  each 
case,  it  is  desirable  that  directors,  officers,  and  employees  file  their  applications  as 
soon  as  possible.  The  Board  will  endeavor  to  act  upon  all  applications  received  before 
August  15, 1916,  on  or  before  September  15,  1916. 


SPECIAL  INSTRUCTIONS  NO.  2  OF  1916. 

Washington,  September  15, 1916. 

SPECIAL  INSTRUCTIONS  TO  FEDEBAL  RESERVE  BANKS  AND  TO  FEDERAL  RESERVE  AGENTS. 

For  the  convenience  of  the  Federal  Reserve  Banks  and  member  banks,  all  regula- 
tions issued  for  the  guidance  of  member  banks  have  been  consolidated  and  issued  by 
the  Board  with  Circular  No.  2,  series  of  1916.  While  this  circular  and  the  regulations 
which  accompany  it  will  govern  the  operations  of  Federal  Reserve  Banks  with  their 
members,  they  contain  only  such  regulations  as  are  of  interest  to  member  banks  or 
to  the  general  public  and  carry  none  of  the  special  instructions  intended  solely  for 
the  guidance  of  Federal  Reserve  Banks.  They  are,  therefore,  supplemented  by  the 
special  instructions  and  regulations  herein  contained. 

A.  Discount  and  purchase  of  bankers'  acceptances. 

(a)  Bankers'  acceptances,  other  than  those  of  a  member  bank,  whether  foreign  or 
domestic,  shall  be  eligible  for  discoimt  or  purchase,  imder  sections  13  or  14,  respec- 
tively, only  after  the  acceptors  shall  have  agreed  in  writiiig  to  furnish  the  Federal 
Reserve  Bank  of  their  respective  districts,  upon  request,  information  concerning  the 
nature  of  the  transactions  against  which  acceptances  have  been  made. 

(6)  The  aggregate  of  bills,  domestic  and  fcnneign,  of  any  one  drawer,  drawn  on  and 
accepted  by  any  bank  or  trust  company  and  piurchased  or  discounted  by  a  Federal 
Reserve  Bank,  shall  at  no  time  exceed  10  per  cent  of  the  unimpaired  capital  and 
surplus  of  such  bank  or  trust  company,  but  this  restiiction  shall  not  apply  to  the 
purchase  or  discount  of  bills  drawn  in  good  faith  against  actually  existing  values; 
that  is,  bills  the  acceptor  of  which  is  secured  by  a  lien  on  or  by  a  transfer  of  title  to 
the  goods  to  be  transported,  or  by  other  adequate  seciuity,  such  as  a  warehouse 
receipt,  or  the  pledge* of  goods  actually  sold. 

(c)  The  aggregate  of  bills,  domestic  and  foreign,  of  any  one  drawer,  drawn  on  and 
accepted  by  any  firm,  person,  company,  or  corporation  (other  than  a  bank  or  trust 
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company)  engaged  in  the  biiBinefls  of  discounting  or  accepting,  and  purchased  or 
discounted  by  a  Federal  Reserve  Bank,  shall  at  no  time  exceed  a  sum  equal  to  a 
definite  percentage  of  the  paid-in  capital  of  such  Federal  Reserve  Bank,  such  pe^ 
centage  to  be  fixed  from  time  to  time  by  the  Federal  Reserve  Board;  but  this  restric- 
tion shall  not  apply  to  the  purchase  or  discount  of  bills  drawn  in  good  6dth  againU 
actually  existing  values;  that  is,  bills  the  acceptor  of  which  is  secured  by  a  lien  oa 
or  by  a  transfer  of  title  to  the  goods  to  be  transported  or  by  other  adequate  secmity, 
such  as  a  warehouse  receipt,  or  the  pledge  of  goods  actually  sold. 

(d)  The  aggregate  of  bankers'  acceptances,  domestic  and  foreign,  made  by  any  one 
firm,  person,  company,  or  corporation  (other  than  a  bank  or  trust  company)  engaged 
in  the  business  of  discounting  or  accepting,  discounted  or  purchased  by  a  Fedefal 
Reserve  Bank  without  the  indorsement  of  a  member  bank,  shall  at  no  time  exceed 
a  sum  equal  to  a  definite  percentage  of  the  paid-in  capital  of  such  Federal  Reserve 
Bank;  such  percentage  to  be  fixed  from  time  to  time  by  the  Federal  Reserve  Board. 

(e)  No  Federal  Reserve  Bank  shall  purchase  a  domestic  or  foreign  acceptance  of  a 
''banker  **  other  than  a  member  bank  which  does  not  bear  the  indorsement  of  a  member 
bank,  unless  there  is  furnished  a  satisfactory  statement  of  the  financial  condition  ol 
the  acceptor  in  form  to  be  approved  by  the  Federal  Reserve  Board. 

(J)  In  purchasing  or  discounting  bankers'  acceptances  or  other  bills  which  are 
secured  by  warehouse  receipts,  etc.,  the  Federal  Reserve  Bank  diould  make  sure 
that  the  receipt  is  issued  by  a  warehouse  which  is  independent  of  the  borrower. 

(g)  Federal  Reserve  Banks  should  bear  in  mind  that  preference  diould  be  given 
wherever  possible  to  acceptances  indorsed  by  a  member  bank  discounted  under  secticn 

13,  because  of  the  additional  protection  that  such  indorsement  affords. 

B.  Purchase  of  cable  transferB  arid  foreign  hills  of  exchomge. 

In  order  to  carry  on  open-market  transactions  in  cable  transfers  and  foreign  bilk  of 
exchange  (including  foreign  bankers'  acceptances) — that  is,  payments  to  be  made  in, 
or  bills  payable  in,  foreign  countries — ^it  will  be  necessary  for  Federal  Reserve  Banks 
to  open  accounts  with  corre^)ondents  or  establish  agencies  in  foreign  countries.  Sudi 
bills  of  exchange  and  foreign  acceptances  must  comply  with  the  applicable  require- 
ments of  sections  13  and  14 .  Inasmuch  as  the  law  prescribes  that  these  foreign  accounts 
and  accounts  opened  by  Federal  Reserve  Banks  for  such  foreign  correspondents  or 
agents  are  to  be  established  only  with  the  consent  of  the  Federal  Reserve  Board, 
Federal  Reserve  Banks  will  be  required  to  communicate  with  the  Federal  Reserve 
Board  whenever  they  are  ready  to  enter  these  foreign  fields. 

The  Federal  Reserve  Board  realizes  that  in  dealing  in  foreign  exchange  the  Federal 
Reserve  Banks  must  necessarily  have  wide  discretion  in  determining  the  rates  at 
which  they  will  buy  or  sell.  It  is  not  necessary  that  foreign  bills  shall  have  been 
actually  accepted  at  the  time  of  piu-chase.  The  Federal  Reserve  Board,  however, 
will  require  that  unaccepted  "long  bills,"  payable  in  foreign  countries,  when  pur^ 
chased,  unless  seciu-ed  by  documents,  shall  bear  one  satisfactory  indorsement  other 
than  those  of  the  drawer  or  acceptor,  preferably  that  of  a  banker.  Federal  Reserve 
Banks  should  exercise  due  caution  in  dealing  in  foreign  bills,  and  boards  of  directon 
should  fix  a  limit  within  which  the  acceptances  or  bills  of  a  single  firm  may  be  taken. 

0.  Purchaseof  domestic  hills  of  exchange. 

(a)  Before  purchasing  domestic  bills  of  exchange  under  the  provisions  of  sectioii 

14,  the  Federal  Reserve  Bank  must  secure  statements  concerning  the  condition  and 
standing  of  the  drawer  of  the  paper,  and,  if  possible,  also  of  the  acceptor  of  the  bUl, 
sufficient  to  satisfy  the  bank  as  to  the  nature  and  quality  of  the  paper  to  be  purchased. 

(5)  No  Federal  Reserve  Bank  will  be  permitted  to  purchase  bills  of  any  one  drawer, 
or  issued  upon  any  one  maker  to  an  amount  to  exceed  in  the  aggregate  a  percentage 
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of  it8  capital,  to  be  fixed  from  time  to  time  by  the  Federal  Reserve  Board,  except 
when  secured  by  approved  warehouse  receipts,  bills  of  lading,  or  other  such  docu- 
ments covering  readily  marketable  goods.  The  aggregate  amount  drawn  on  any  one 
acceptor,  purchased  by  Federal  Reserve  Banks,  shall  not  exceed  a  reasonable  per- 
centage of  the  stated  net  worth  of  the  parties  whose  names  appear  upon  the  paper. 

D.  RediseounU  of  agricultural  paper. 

Any  Federal  Reserve  Bank  may  discount  notes,  drafts,  and  bills  drawn  or  issued 
for  agricultural  purposes  or  based  on  live  stock  and  having  a  maturity  not  exceeding 
six  months,  exclusive  of  days  of  grace,  up  to  an  amount  not  exceeding  6  per  cent 
of  its  assets.  Should  any  such  bank  desire  to  discount  such  paper  in  excess  of  that 
amount  it  diould  file  with  the  Federal  Reserve  Board  an  application  stating  the 
limit  desired  and  the  necessity  for  an  increase  in  the  percentage  fixed  above. 

Regulation  L,  series  of  1915,  governing  clearings  between  Federal  Reserve  Banks 
(i.  e.,  gold-aettlement  fund),  remains  in  force  as  previously  issued. 

Regulation  O,  series  of  1915,  containing  instructions  to  Federal  Reserve  Agents 
in  the  matter  of  issuance  and  redemption  of  Federal  Reserve  notes,  will  be  reissued 
in  a  somewhat  modified  form. 


CIRCULAR  NO.  2,'  SERIES  OF  1916. 

Washinqton,  September  15^  1916, 
The  accompanying  revision  of  the  Federal  Reserve  Board's  regulations,  which  has 
been  delayed  by  the  desire  to  incorporate  all  changes  occasioned  by  amendment 
of  the  Federal  Reserve  Act,  is,  for  the  greater  convenience  of  member  banks,  now 
issued  in  pamphlet  form,  and  is  a  compendium  of  all  regulations  applicable  to  the 
transactions  of  member  banks.  All  previous  issues  of  regulations  are  superseded  by 
the  present  issue,  to  which  alone  reference  will  hereafter  be  made. 

Instructions  which  concern  only  Federal  Reserve  Agents  or  Federal  Reserve 
Banks  will  be  covered  in  separate  letters  or  regulations. 


REGULATION  A,  SERIES  OF  1916. 

(Superseding  RegulatioDS  B,  C,  P,  Q,  and  R  of  191S.) 

Rediscounts  Under  Section  13. 

A.  notes,  drafts,  and  bills  of  exchangb. 

I.  General  etattUory  provinons. 

Any  Federal  Reserve  Bank  may  discount  for  any  of  its  member  banks  any  note, 
draft,  or  bill  of  exchange  provided — 

(a)  It  has  a  maturity  at  the  time  of  discount  of  not  more  than  90  days,  exclusive 
of  days  of  grace;  but  if  drawn  or  issued  for  agricultural  purposes  or  based  on  live 
stock,  it  may  have  a  maturity  at  the  time  of  discount  of  not  more  than  six  months, 
exclusive  of  days  of  grace. 

(h)  It  arose  out  of  actual  commercial  transactions;  that  is,  it  must  be  a  note,  draft, 
or  bill  of  exchange  which  has  been  issued  or  drawn  for  agricultural,  industrial,  or 
conmiercial  purposes,  or  the  proceeds  of  which  have  been  used  or  are  to  be  used 
for  such  purposes.* 

(c)  It  was  not  issued  for  carrying  or  trading  in  stocks,  bonds,  or  other  investment 
securities,  except  bonds  and  notes  of  the  Government  oi  the  United  States. 

1  circular  No.  1  of  Maf  1,  1916,  Cbeck  Clearing  and  CoUeotion,  in  slightly  modified  form,  is  reissued 
herdn  as  Regulation  J. 
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(d)  The  aggregate  of  notes,  drafts,  and  bills  bearing  the  signature  or  indoraaneot 
of  any  one  borrower,  whether  a  parson,  company,  firm,  or  corporation,  rediscoimted 
f<Hr  any  one  member  bank  shall  at  no  time  exceed  10  per  cent  of  the  unimpaired 
capital  and  surplus  of  such  bank;  but  this  restriction  shall  not  i^ply  to  the  disccoBt 
of  bills  of  exchange  drawn  in  good  faith  against  actually  exbting  values. 

(e)  It  is  indorsed  by  a  member  bank. 

(/)  It  conforms  to  all  applicable  provisions  of  this  regulation. 

II.  General  character  of  notes y  drqfti^  and  MM*  of  exdwnjgt  eligible. 

The  Federal  Reserve  Board,  exercising  its  statutory  ri^t  to  define  the  chaiartw 
of  a  note,  draft,  or  bill  of  exchange  eligible  for  rediscount  at  a  Federal  Eeeerve  Bank, 
has  determined  that — 

(a)  It  must  be  a  note,  draft,  or  bill  of  exchange  the  proceeds  of  which  have  been 
used  or  are  to  be  used  in  producing,  purchasing,  carrying,  or  marketing  goods  >  is 
one  or  more  of  the  steps  of  the  process  of  production,  manufacture,  (Mr  distributioiu 

(6)  It  must  not  be  a  note,  draft,  or  bill  of  exchange  the  proceeds  of  whidi  have  been 
used  or  are  to  be  used  for  permanent  or  fixed  investments  of  any  kind,  such  as  hnd, 
buildings,  or  machinery. 

(c)  It  must  not  be  a  note,  draft,  or  bill  of  exchange  the  proceeds  of  which  have  beeo 
used  or  are  to  be  used  for  investments  of  a  piirely  speculative  character. 

(d)  It  may  be  secured  by  the  pledge  of  goods  or  collat^al,  provided  it  is  otherwise 

eligible. 

III.  Applications  for  rediscount. 

All  applications  for  the  rediscoimt  of  notes,  drafts,  or  bills  of  exchange  must  contain 
a  certificate  of  the  member  bank,  in  form  to  be  prescribed  by  the  Federal  Beserre 
Bank,  that,  to  the  best  of  its  knowledge  and  belief,  such  notes,  drafts,  or  bills  d 
exchange  have  been  issued  for  one  or  more  of  the  purposes  mentioned  in  II  (a). 

IV.  Promissory  notes, 

(a)  Definition. — ^A  promissory  note,  within  the  meaning  of  this  regulation,  is  defined 
as  an  unconditional  promise,  in  writing,  signed  by  the  maker,  to  pay,  in  the  United 
States,  at  a  fixed  or  determinable  future  time,  a  sum  certain  in  dollars  to  order  or  to 
bearer. 

(6)  Evidence  of  eligihility  and  requirement  of  statements. — ^A  Federal  Reserve  Bank 
must  be  satisfied  by  reference  to  the  note  or  otherwise  that  it  is  eligible  for  redis- 
count. Compliance  of  a  note  with  II  (b)  may  be  evidenced  by  a  statement  of  the 
borrower  showing  a  reasonable  excess  of  quick  assets  over  current  liabilities.  The 
member  bank  shall  certify  in  its  application  whether  the  note  offered  for  rediscount 
has  been  discounted  for  a  depodtor  or  another  member  bank  or  whether  it  has  been 
purchased  from  a  nondepositor.  It  must  also  certify  whether  a  finanrnftl  statement 
of  the  borrower  ig  on  file. 

Such  financial  statements  must  be  on  file  with  respect  to  all  notes  offered  for  redis- 
coimt  which  have  been  purchased  from  sources  other  than  a  depositor  or  a  member 
bank.  With  respect  to  any  other  note  offered  for  rediscount,  if  no  statement  ia  on 
file,  a  Federal  Reserve  Bank  shall  use  its  discretion  in  taking  the  steps  necessary  to 
satisfy  itself  as  to  eligibility.  It  is  authorized  to  waive  the  requirement  of  a  state- 
ment with  respect  to  any  note  discounted  by  a  member  bank  for  a  depositor  or  another 
member  bank — 

(1)  If  it  is  secured  by  a  warehouse,  tenninal,  or  other  similar  receipt  covering 
goods  in  storage. 

(2)  If  the  aggregate  of  obligations  of  the  borrower  rediscoimted  and  offered  lor 
rediscoimt  at  the  Federal  Reserve  Bank  is  less  than  a  sum  equal  to  10  per  cent  of  the 
paid-in  capital  of  the  member  bank  and  does  not  exceed  |5,000. 

*  When  med  in  this  regnltioo  the  word  "goodt"  ghaii  be  ccnstrmd  to  inehkto  gawia,  wmn,  uiacliin 
diae,  or  agiioiiltimlprodiiols,  inoteding  live  itaok. 
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V.  DrtrfUj  hiUs  of  exdumge,  and  trade  aeoeptanees. 

(a)  Definition. — ^A  draft  or  bill  of  exchange,  within  the  meaning  of  this  r^ulation, 
is  defined  as  an  unconditional  order  in  writing,  addressed  by  one  person  to  another 
odier  than  a  banker  as  defined  under  B  (6),  signed  by  the  person  giving  it,  requiring 
the  person  to  whom  it  is  addressed,  to  pay,  in  the  United  States,  at  a  fixed  or  deter- 
minable future  time,  a  sum  certain  in  dollars  to  the  order  of  a  specified  person;  and  a 
trade  acceptance  is  defined  as  a  draft  or  bill  of  exchange  drawn  by  the  seller  on  the 
purchaser  of  goods  sold  and  accepted  by  such  purchaser. 

(b)  Evidence  of  eligibility. — ^A  Federal  Beserve  Bank  shall  take  such  steps  as  it  deems 
necessary  to  satisfy  itself  as  to  the  eligibility  of  the  draft  or  bill  offered  for  rediscount, 
unless  it  presents  prima  fade  evidence  thereof  or  bears  a  stamp  or  certificate  afiSxed 
by  the  acceptor  or  drawer  showing  that  it  is  a  trade  acceptance. 

VI.  Six  months^  agricultural  paper. 

(a)  Definition. — Six  months'  agricultural  paper,  within  the  meaning  of  this  regula- 
tion, is  defined  as  a  note,  draft,  bill  of  exchange,  or  trade  acceptance  drawn  or  issued 
for  agricultural  purposes,  or  based  on  live  stock;  that  is,  a  note,  draft,  bill  of  exchange, 
or  trade  acceptance  the  proceeds  of  which  have  been  used,  or  are  to  be  used,  for 
agricultural  purposes,  including  the  breeding,  raising,  fattening,  or  marketing  of 
live  stock,  and  which  has  a  maturity  at  the  time  of  discoimt  of  not  more  than  six 
months,  exclusive  of  dltys  of  grace. 

(6)  EligHnlUy. — To  be  eligible  for  rediscount  six  months'  agricultural  paper,  whether 
a  note,  draft,  bill  of  exchange,  or  trade  acceptance,  must  comply  with  the  respective 
ections  of  this  regulation  which  would  apply  to  it  if  its  maturity  were  90  days  or  less. 

VII.  Commodity  paper. 

(a)  Definition. — Commodity  paper  within  the  meaning  of  this  regulation  is  defined 
as  a  note,  draft,  bill  of  exchange,  or  trade  acceptance  accompanied  and  secured  by 
shipping  documents  or  by  a  warehouse,  terminal,  or  other  similar  receipt  covering 
approved  and  readily  marketable,  nonperishable  staples  properly  insured. 

(6)  Eligibility. — ^To  be  eligible  for  rediscount  at  the  special  rates  authorized  to  be 
established  for  commodity  paper,  such  a  note,  draft,  bill  of  exchange,  or  trade  accept- 
ance must  also  comply  with  the  respective  sections  of  this  regulation  applicable  to  it, 
must  conform  to  the  requirements  of  the  Federal  Reserve  Bank  relating  to  shipping 
documents,  receipts,  insurance,  etc.,  and  must  be  a  note,  draft,  bill  of  exchange,  or 
trade  acceptance  on  which  the  rate  of  interest  or  discount— including  commission — 
charged  the  maker,  does  not  exceed  6  per  cent  per  annum. 

B.   BANKBBS'  AOCXFTANCBS. 

(a)  Qeneral  statutory  provisions.— Any  Federal  Reserve  Bank  may  discount  for  any 
of  its  member  banks  bankers'  acceptances  which  have  a  maturity  at  the  time  of  dis- 
count of  not  more  than  three  months'  sight,  exclusive  of  days  of  grace,  which  are 
indorsed  by  at  least  one  member  bank,  and  which  grow  out  of  transactions  involving 
the  importation  or  exportation  of  goods;  or  which  grow  out  bf  transactions  involving 
the  domestic  shipment  of  goods,  pro\iding  shipping  documents  are  attached  at  the 
time  of  acceptance;  or  which  are  secured  at  the  time  of  acceptance  by  a  warehouse 
receipt  or  other  such  document  conveying  or  securing  title  covering  readily  market- 
able staples.  Any  Federal  Reserve  Banlrmay  also  acquire  drafts  or  bills  of  exchange 
drawn  on  member  banks  by  banks  or  bankers  in  foreign  countries  or  dependencies  or 
insular  possessions  of  the  United  States  for  the  purpose  of  furnishing  dollar  exchange. 

(6)  Definition. — A  banker's  acceptance  within  the  meaning  of  this  regulation  is 
defined  as  a  draft  or  bill  of  exchange  of  which  the  acceptor  is  a  bank  or  trust  company, 
or  a  firm,  person,  company,  or  corporation  engaged  in  the  business  of  granting  bankers' 
acceptance  credits. 
.    76284*'— 17 11 
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(c)  Eligibility. — To  be  eligible  for  redLscount  the  bill  must  have  been  drawn  under 
a  credit  opened  for  the  purpose  of  conducting,  or  settling  accounts  resulting  hom,  t 
transaction  or  transactions  involving  (1)  the  shipment  of  goods  between  the  United 
States  and  any  foreign  country,  or  between  the  United  States  and  any  of  its  depend- 
encies or  insular  possessions,  or  betweeu  foreign  countries,  or  (2)  the  domestic  ship- 
ment of  goods,  provided  shipping  documents  are  attached  at  the  time  of  acceptance; 
or  it  must  be  a  bill  which  is  secured  at  the  time  of  acceptance  by  a  warehouse  receipt 
or  other  such  document  conveying  or  securing  title  covering  readily  marketable 
staples.  Any  Federal  Reserve  Bank  may  also  acquire  drafts  or  bills  drawn  by  a  bank 
or  banker  in  a  foreign  country  or  dependency  or  insular  possession  of  the  United 
States  for  the  purpose  of  fumidbing  dollar  exchange  and  accepted  by  a  member  btnk 
in  accordance  with  the  provisions  of  Regulation  C,  page  7.  Such  drafts  or  bills  miy 
be  acquired  prior  to  acceptance  provided  they  have  the  indorsement  of  a  m^nba 
bank. 

(d)  Evidence  of  eligibility  .—A  Federal  Reserve  Bank  must  be  satisfied,  either  by 
reference  to  the  acceptance  itself  or  otherwise,  that  it  is  eligible  for  rediscount.  Satis- 
factory evidence  of  eligibility  may  consist  of  a  stamp  or  certificate  aflSxed  by  the 
acceptor  in  form  satisfactory  to  the  Federal  Reserve  Bank. 


REGULATION  B,  SERIES  OF  19ie. 

(SupenedlDg  Regolatioos  8  and  T  of  1015.) 

OPEN-MARKBf  PURCHASES  OF  BILLS  OF  BXCHANGB,  TRADE  AC0BPTAN0B8,  AND  BANK- 
ERS'  ACCEPTANCES   UNDER  SECTION  14. 

I.  Oenera^  statutory  provisions.- 

Section  14  of  the  Federal  Reserve  Act  permits  Federal  Reserve  Banks,  under  rolee 
and  regulations  to  be  prescribed  by  the  Federal  Reserve  Board,  to  purchase  and  sell 
in  the  open  market  from  banks,  firms,  corporations,  or  individuals  bankers'  accq>t- 
ances  and  bills  of  exchange  of  the  kinds  and  maturities  made  eligible  by  the  act  for 
rediscount,  with  or  without  the  indorsement  of  a  member  bank. 

II.  General  character  of  bills  and  acceptances  eligible. 

The  Federal  Reserve  Board,  exercising  its  statutory  right  to  regulate  the  purchiae 
of  bills  of  exchange  and  acceptances,  has  determined  that  a  bill  of  exchange  or  accept- 
ance, to  be  eligible  for  purchase  by  Federal  Reserve  Banks  under  section  14 — 

(a)  Must  not  have  been  issued  for  carrying  or  trading  in  stocks,  bonds,  or  othtf  in- 
vestment securities,  except  bonds  and  notes  of  the  Government  of  the  United  States. 

(6)  Must  not  be  a  bill  the  proceeds  of  which  have  been  used  or  are  to  be  used  for 
permanent  or  fixed  investments  of  any  kind,  such  as  land,  buildings,  or  machine, 
or  for  investments  of  a  merely  speculative  character. 

(c)  Must  have  been  accepted  by  the  drawee  prior  to  purchase  by  a  Federal  Res^ve 
Bank  unless  it  is  accompanied  and  secured  by  shipping  documents  or  by  a  waxehouee 
terminal,  or  other  similar  receipt  conveying  security  title. 

(d)  May  be  secured  by  the  pledge  of  goods  ^  or  collateral,  iMX)vid6d  it  is  otherwise 
eligible. 

In  addition  to  the  above  general  requirements,  each  bill  of  exchange  and  trade 
acceptance  piu'chased  under  the  terms  of  this  regulation  must  also  conform  to  the 
more  specific  requirements  set  forth  under  III,  and  each  banker's  acceptance  most 
also  conform  to  the  more  specific  requirements  set  forth  imder  IV. 

1  When  used  in  this  regulation  the  word  "goods"  shall  be  coDstraed  to  indude  goods,  wares,  nMrdnD* 
dise,  or  agricultural  products,  including  live  stock. 
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III.  Bills  of  exchange  and  trade  acceptances. 

(a)  Definition. — A  bill  of  exchange,  within  the  meaning  of  this  r^^ulation,  is  defined 
as  an  unconditional  order  in  writing,  addressed  by  one  person  to  another,  other  than 
a  banker  as  defined  under  IV  (a),  signed  by  the  person  giving  it,  requiring  the  person 
to  whom  it  is  addressed  to  pay  in  the  United  States,  at  a  fixed  or  determinable  future 
time,  a  sum  certain  in  dollars  to  the  order  of  a  specified  person;  and  a  trade  acceptance 
Is  defined  as  a  bill  of  exchange  drawn  by  the  seller  on  the  piurchaser  of  goods  sold  and 
accepted  by  such  purchaser. 

(5)  EligihiHh/. — ^To  be  eligible  for  purchase  the  bill  must  have  arisen  out  of  an  actual 
commercial  transaction,  domestic  or  foreign;  that  is,  it  must  be  a  bill  which  has  been 
issued  or  drawn  for  agricultural,  industrial,  or  commercial  purposes  or  the  proceeds  of 
which  have  been  used  or  are  to  be  used  for  the  purpose  of  producing,  purchasing,  carry- 
ing, or  marketing  goo^s  in  one  or  more  of  the  steps  of  the  process  of  production,  manu- 
re tive,  or  distribution.  It  must  have  a  maturity  at  time  of  purchase  of  not  more 
than  ninety  days,  exclusive  of  days  of  grace. 

(c)  Evidence  of  eligibility. — ^A  Federal  Reserve  Bank  shall  take  such  steps  as  it  deems 
necessary  to  satisfy  itself  as  to  the  eligibility  of  the  bill  offered  for  purchase,  unless  it 
l^esents  prima  facie  evidence  thereof  or  bears  a  stamp  or  certificate  affixed  by  the 
acceptor  or  drawer  showing  that  it  is  a  trade  acceptance. 

{d)  Statements. — ^Unless  indorsed  by  a  member  bank,  a  bill  is  not  eligible  for  pur- 
chase until  a  satisfactory  statement  has  been  furnished  of  the  financial  condition  oi 
(me  or  more  of  the  parties  thereto. 

rV.  Bankers^  acceptances, 

(a)  Definition. — A  bankers'  acceptance,  within  the  meaning  of  this  regulation,  is  a 
bill  of  exchange  of  which  the  acceptor  is  a  bank  or  trust  company,  or  a  firm,  person, 
company,  or  corporation  engaged  in  the  businees  of  granting  bankers'  acceptance 
credits. 

(6)  Eligibility. — To  be  eligible  for  purchase  the  bill,  which  must  have  a  maturity  at 
time  of  purchase  of  not  more  than  three  months,  exclusive  of  days  of  grace,  must  have 
been  drawn  imder  a  credit  opened  for  the  purpose  of  conducting,  or  settling  accounts 
resulting  from,  a  transaction  or  transactions  involving — 

(1)  The  shipments  of  goods  between  the  United  States  and  any  foreign  country 

or  between  the  United  States  and  any  of  its  dependencies  or  insular  pos- 
sessions, or  between  foreign  countries;  or 

(2)  The  shipment  of  goods  within  the  United  States,  provided  the  bill  at  the 

time  of  its  acceptance  is  accompanied  by  shipping  documents;  or 

(3)  The  storage  within  the  United  States  of  readily  marketable  goods,  provided 

the  acceptor  of  the  bill  is  secured  by  warehouse,  terminal,  or  other  similar 
receipt;  or 

(4)  The  storage  within  the  United  States  of  goods  which  have  been  actually  sold, 

provided  the  acceptor  of  the  bill  is  secured  by  the  pledge  of  such  goods; 
or  it  must  be  a  bill  drawn  by  a  bank  or  banker  in  a  foreign  coimtry  or  dependency  or 
insular  possession  of  the  United  States  for  the  purpose  of  furnishing  dollar  exchange. 
In  this  latter  case  the  bank  or  banker  drawing  the  bill  must  be  in  a  coimtry,  depend- 
ency, or  possession  whose  usages  of  trade  have  been  determined  by  the  Federal  Reserve 
Board  to  require  the  drawing  of  bills  of  this  character. 

(c)  Evidence  of  eligibility. — A  Federal  Reserve  Bank  must  be  satisfied  either  by 
reference  to  the  acceptance  itself,  or  ot^ierwise,  that  it  is  eligible  for  purchase.  Satis- 
biCtoTy  evidence  of  eligibility  may  consist  of  a  stamp  or  certificate  affixed  by  the 
acceptor,  in  form  satisfactory  to  the  Federal  Reserve  Bank .  No  evidence  of  eligibility 
IB  required  with  respect  to  a  bill  accepted  by  a  national  bank. 


Digitized  by  VjOOQ IC 


158     ANKUAL  EEPOBT  OF  THE  FEDERAL  RBBERVE  BOABD. 

{d)  Statements. — Bankers'  acceptances,  other  than  those  accepted  or  isdonied  by 
member  banks,  shall  be  eligible  for  purchase  only  after  the  acceptor  has  fumiidied  t 
satisfactory  statement  of  financial  ccmdition  in  form  to  be  approved  by  the  Federal 
Reserve  Board  and  has  agreed  in  writing  with  a  Federal  Reserve  Bank  to  inform  it  upon 
request  concerning  the  transactions  underlying  such  acceptances. 


REGULATION  C,  SERIES  OF  1916. 

ACCEPTANCE  BY  MEMBER  BANKS  OF  DBAFT8  DRAWN  TO  FURNISH  DOLLAR  EXCHANGE. 

I.  Statuiory  provisions. 

Section  13  of  the  Federal  Reserve  Act  provides  that  any  member  bank  may  accept 
drafts  or  bills  of  exchange  drawn  upon  it  having  not  more  than  three  months'  ei^ 
to  nm,  exclusive  of  days  of  grace,  drawn,  imder  regulations  to  be  prescribed  by  tbe 
Federal  Reserve  Board,  by  banks  or  bankers  in  foreign  countries  ot  dependenciet 
or  insular  possessions  of  the  United  States  for  the  purpose  of  furnishing  doUv  exchange 
as  required  by  the  usages  of  trade  in  the  respective  countries,  dei)endencies,  or  insular 
possessions. 

No  member  bank  shall  accept  such  drafts  or  bills  of  exchange  for  any  one  bank  to 
an  amount  exceeding  in  the  aggregate  10  per  centum  of  the  paid-up  and  unimpaired 
capital  and  surplus  of  the  accepting  bank  unless  the  draft  or  bill  of  exchange  is  accom- 
panied by  documents  conveying  or  securing  title  or  by  some  other  adequate  security. 
No  member  bank  shall  accept  such  drafts  or  bills  in  an  amount  exceeding  at  any 
time  in  the  aggregate  one-half  of  its  paid-up  and  unimpaired  capital  and  surplus. 

11.  Regulations. 

Any  member  bank  desiring  to  accept  drafts  drawn  by  banks  or  bankers  in  foreign 
countries  or  dependencies  or  insular  possessions  of  the  United  States  for  the  purpose 
of  furnishing  dollar  exchange  shall  first  make  an  application  to  the  Federal  Reserve 
Board,  setting  forth  th^  usages  of  trade  in  the  respective  countries,  dependencies,  or 
insular  possessions  in  which  such  banks  or  bankers  are  located. 

If  the  Federal  Reserve  Board  should  determine  that  the  usages  of  trade  in  sack 
countries,  dependencies,  or  possessions  require  the  granting  of  the  acceptance  fadlitieB 
applied  for,  it  will  notify  the  applying  bank  of  its  approval  and  will  also  publish  in 
the  Federal  Reserve  Bulletin  the  name  or  names  of  those  countries,  dependencies, 
or  possessions  in  which  banks  or  bankers  are  authorized  to  draw  on  member  banlffl 
whose  applications  have  been  approved  for  the  purpose  of  fumisfaing  dollar  exchange. 

The  Federal  Reserve  Board  reserves  the  right  to  modify  or  on  90  days'  notice  to 
revoke  its  approval  either  as  to  any  particular  member  bank  or  as  to  any  foreign 
coimtry  or  dependency  or  insular  possession  of  the  United  States  in  whicb*  it  has 
authorized  banks  or  bankers  to  draw  on  member  banks  for  the  purpose  of  furnishing 
dollar  exchange. 

REGULATION  D,  SERIES  OF  1916. 

(Superseding  Regulation  E  of  1915.) 
TIME   DEPOSITS  AND   SAVINGS  ACCOUNTS. 

Section  19  of  the  Federal  Reserve  Act  provides,  in  part,  as  follows: 
"Demand  deposits,  within  the  meaning  of  this  act,  shall  comprise  all  deposhs  pay- 
able within  30  days,  and  time  deposits  shall  comprise  all  deposits  payable  after  30 
days,  and  all  savings  accounts  and  certificates  of  deposit  which  are  subject  to  not  letf 
than  30  days*  notice  before  payment.'* 
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Time  deposiU^  open  accounts. 

The  term  Vtime  deposits,  open  accounts"  shall  be  held  to  inclqde  all  accounts, 
not  evidenced  by  certificatee  of  deposit  or  savings  pass  books,  in  respect  to  which  a 
written  contract  is  entered  into  with  the  depositor  at  the  time  the  deposit  is  made 
that  neither  the  whole  nor  any  part  of  such  deposit  may  be  withdrawn  by  check  or 
otherwise,  except  on  a  given  date  or  on  written  notice  given  by  the  depositor  a  certain 
specific  number  of  days  in  advance,  in  no  case  less  than  30  days. 

Savings  accounts. 

The  term  "savings  accounts''  shall  be  held  to  include  those  accoimts  of  the  bank 
in  respect  to  which,  by  its  printed  regulations,  accepted  by  the  depositor  at  the  time 
the  account  ia  opened — 

(a)  The  pass  book,  certificate,  or  other  similar  form  of  receipt  must  be  presented 
to  the  bank  whenever  a  deposit  or  withdrawal  is  made,  and 

(6)  The  depositor  may  at  any  time  be  required  by  the  bank  to  give  notice  of  an 
intended  withdrawal  not  less  than  30  days  before  a  withdrawal  is  made. 

Time  certificates  of  deposit. 

A  *'  time  certificate  of  deposit "  is  defined  as  an  instrument  evidencing  the  deposit 
with  a  bank,  either  with  or  without  interest,  of  a  certain  sum  specified  on  the  face 
ni  the  certificate  payable  in  whole  or  in  part  to  the  depositor  or  on  his  order — 

(a)  On  a  certain  date,  specified  on  the  certificate,  not  less  than  30  days  after  the 
date  of  the  deposit,  or 

(6 )  After  the  lapse  of  a  certain  specified  time  subsequent  to  the  date  of  the  certificate, 
in  no  case  less  than  30  days,  or 

(c)  Upon  written  notice  given  a  certain  specified  number  of  days,  not  less  than  30 
days  before  the  date  of  repayment,  and 

((/)  In  all  cases  only  upon  presentation  of  the  certificate  at  each  withdrawal  for 
proper  indorsement  or  surrender. 


REGULATION  E,  SERIES  OF  1916. 

(Superseding  Regulation  F  of  1915.) 
PURCHASE   OF  WARRANTS. 

Statutory  requirements. 

Section  14  of  the  Federal  Reserve  Act  reads  in  part  as  follows: 

"Every  Federal  Reserve  Bank  shall  have  power — 

'*(6)  To  buy  and  sell,  at  home  or  abroad,  bonds  and  notes  of  the  United  States, 
and  biUs,  notes,  revenue  bonds,  and  warrants  with  a  maturity  from  date  of  purchase 
of  not  exceeding  six  months,  issued  in  anticipation  of  the  collection  of  taxes  or  in 
anticipatiin  of  the  receipt  of  assured  revenues  by  any  State,  county,  district,  political 
fubdi\T8ion,  or  municipality  in  the  continental  United  States,  including  irrigation, 
drainage,  and  reclamation  districts,  such  purchases  to  be  made  in  accordance  with 
rules  and  regulations  prescribed  by  the  Federal  Reserve  Board. " 

For  brevity's  sake,  the  term  ** warrant"  when  used  in  this  regulation  shall  be  con- 
strued to  mean  "bills,  notes,  revenue  bonds,  and  warrants  with  a  maturity  from 
date  of  piirchase  of  not  exceeding  six  months,"  and  the  term  ''municipality*'  shall 
be  construed  to  mean  "State,  county,  district,  political  subdivision,  or  municipality 
in  the  continental  United  States,  including  irrigation,  drainage,  and  reclamation 
diatrictfl/* 
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Regrilation. 

I.  Any  Federal  Reserve  Bank  may  purchaae  warrants  issued  by  a  inunicipalitr 
in  anticipation  of  the  collection  of  taxes  or  in  anticipation  of  the  receipt  of  assured 
revenues,  provided — 

(a)  They  are  the  general  obligations  of  the  entire  municipality;  it  being  intended 
to  exclude  as  ineligible  for  purchase  all  such  obligations  as  are  payable  from  "local 
benefit"  and  ''special  assessment"  taxes  when  the  municipality  at  large  is  not  directly 
or  ultimately  liable; 

(b)  They  are  issued  in  anticipation  of  taxes  or  revenues  which  are  due  and  payable 
on  or  before  the  date  of  maturity  of  such  warrants;  but  the  Federal  Reserve  Board 
may  waive  this  condition  in  specific  cases.  For  the  purposes  of  this  regulation,  taxes 
shall  be  considered  as  due  and  payable  on  the  last  day  on  which  they  may  be  paid 
without  penalty; 

(c)  They  are  issued  by  a  municipality — 

(1)  Which  has  been  in  existence*  for  a  period  of  10  years; 

(2)  Which  for  a  period  of  10  years  previous  to  the  purchase  has  not  defaulted  '  for 
longer  than  15  days  in  the  payment  of  any  part  of  either  principal  or  interest  of  any 
funded  debt  authorized  to  be  contracted  by  it; 

(3)  Whose  net  funded  indebtedness  *  does  not  exceed  10  per  centum  of  the  valu- 
ation of  its  taxable  property,  to  be  ascertained  by  the  last  preceding  valuatioD  of 
property  for  the  assessment  of  taxes. 

II.  Except  with  the  approval  of  the  Federal  Reserve  Board,  no  Federal  Reserve 
Bank  shall  purchase  and  hold  an  amoimt  in  excess  of  25  percmitum  of  the  total 
amount  of  warrants  outstanding  at  any  time  and  issued  in  conformity  with  provisioDi 
of  section  14  (h)  above  quoted,  and  actually  sold  by  a  municipality. 

III.  Except  with  the  approval  of  the  Federal  Reserve  Board,  the  aggr^;ate  amoont 
invested  by  any  Federal  Reserve  Bank  in  warrants  of  aU  kinds  shall  not  exceed  at 
the  time  of  purchase  a  sum  equal  to  10  per  centum  of  the  deposits  kept  by  its  member 
banks  with  such  Federal  Reserve  Bank, 

IV .  Except  with  the  approval  of  the  Federal  Reserve  Board,  the  maximum  amount 
which  may  be  invested  at  the  time  of  purchase  by  any  Federal  Reserve  Bank  in 
warrants  of  any  single  municipality  shall  be  limited  to  the  following  percentages  of 
the  deposits  kept  in  such  Federal  Reserve  Bank  by  its  member  banks: 

Five  per  centum  of  such  deposits  in  warrants  of  a  municipality  of  50,000  population 
or  over; 

Three  per  centum  of  such  deposits  in  warrants  of  a  municipality  of  over  30,000 
population,  but  less  than  50,000; 

One  per  centum  of  such  deposits  in  warrants  of  a  municipality  of  over  10,000  popu- 
lation, but  less  than  30,000. 

V.  Warrants  of  a  municipality  of  10,000  population  or  less  shall  be  purchased  only 
with  the  special  approval  of  the  Board. 

The  population  of  a  municipality  shall  be  determ;Lned  by  the  last  Federal  or  State 
census.    Where  it  can  not  be  exactly  determined  the  Board  will  make  special  rulings. 

VI.  Opinion  of  recognized  counsel  on  municipal  issues  or  of  the  regularly  appointed 
counsel  of  the  municipality  as  to  the  legality  of  the  issue  shall  be  secured  and  approved 
in  each  case  by  counsel  for  the  Federal  Reserve  Bank. 

VII.  Any  Federal  Reserve  Bank  may  purchase  from  any  of  its  member  banks 
warrants  of  any  municipality,  indorsed  by  such  member  bank,  with  waiver  of  demand, 
notice,  and  protest,  up  to  an  amount  not  to  exceed  10  per  centum  of  the  aggregate 
capital  and  surplus  of  such  member  bank:  Provided j  however ^  That  such  warrants 
comply  with  provisions  I  and  III  of  these  regulations,  except  that  where  a  period  of 
10  years  is  mentioned  in  I  (c)  hereof  a  period  of  5  years  shall  be  substituted  for  the  pur- 
poses of  this  clause. 

1  See  appendix  to  this  regiilatlon. 
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Appendix  to  Regulation  E. 

**nbt  funded  indebtedness." 

The  term  "net  funded  indebtedness"  is  hereby  defined  to  mean  the  l^al  groee 
indebtedness  of  the  municipality  (including  the  amount  of  any  school  district  or 
other  bonds  which  depend  for  ^eir  redemption  upon  taxes  levied  upon  property 
within  the  municipality)  less  the  aggr^;ate  of  the  following  items: 

(1)  The  amount  of  outstanding  bonds  or  other  debt  obligations  made  payable  from 
current  revenues; 

(2)  The  amount  of  outstanding  bonds  issued  for  the  purpose  of  providing  the  in- 
habitants of  a  municipality  with  public  utilities,  such  as  waterworks,  docks,  electric 
plants,  transportation  facilities,  etc.:  Provided^  That  evidence  is  submitted  showing 
that  the  income  from  such  utilities  is  sufficient  for  maintenance,  for  payment  of 
interest  on  such  bonds,  and  for  the  accumulation  of  a  sinking  fund  for  their  redemp- 
tion; 

(3)  The  amount  of  outstanding  improvement  bonds,  issued  imder  laws  which  pro- 
vide for  the  levying  of  special  assessments  against  abutting  property  in  amounts 
sufficient  to  insure  the  payment  of  interest  on  the  bonds  and  the  redemption  thereof: 
Provided,  That  such  bonds  are  direct  obligations  of  the  municipality  and  included 
in  the  gross  indebtedness  of  the  municipality; 

(4)  The  total  of  all  sinking  funds  accumulated  for  the  redemption  of  the  gross 
indebtedness  of  the  municipality,  except  sinking  funds  applicable  to  bonds  just 
described  in  (1),  (2),  and  (3)  above. 

"existence"    AND   "nONDEPAUI/T." 

Warrants  will  be  construed  to  comply  with  that  part  of  I  (c)  of  Regulation  E  relative 
to  term  of  existence  and  nondefeiult  imder  the  following  conditions: 

(1)  Warrants  issued  by  or  in  behalf  of  any  municipality  which  was,  subsequent  to 
the  issuance  of  such  warrants,  consolidated  with  or  merged  into  an  existing  political 
division  which  meets  the  requirements  of  these  regulations,  will  be  deemed  to  be 
the  warrants  of  such  political  division:  Provided,  That  such  warrants  were  assumed 
by  such  political  division  imder  statutes  and  appropriate  proceedings  the  effect  of 
which  is  to  make  such  warrants  general  obligations  of  such  assuming  political  divi- 
sion and  pa3rable,  either  directly  or  ultimately,  without  limitation  to  a  special  fund 
from  the  proceeds  of  taxes  levied  upon  all  the  taxable  real  and  personal  property 
within  its  territorial  limits. 

(2)  Warrants  issued  by  or  in  behalf  of  any  municipality  which  was,  subsequent  to 
the  issuance  of  such  warrants,  wholly  succeeded  by  a  newly  organized  political  divi- 
sion whose  term  of  existence,  added  to  that  of  such  original  political  division  or  of 
any  other  political  division  so  succeeded,  is  equal  to  a  period  of  10  years  will  be 
deemed  to  be  warrants  of  such  succeeding  political  division:  Provided,  That  during 
such  period  none  of  such  political  divisions  shall  have  defoulted  for  a  period  exceed- 
ing 15  days  in  the  pa3rment  of  any  part  of  either  principal  or  interest  of  any  funded 
debt  authorized  to  be  contracted  by  it:  And  provided  further,  That  such  warrants 
were  assumed  by  such  new  political  division  under  statutes  and  appropriate  pro- 
ceedings the  effect  of  which  is  to  make  such  warrants  general  obligations  of  such  as- 
wuning  political  division  and  payable,  either  directly  or  ultimately,  without  limita- 
tion to  a  special  fund  from  the  proceeds  of  taxes  levied  upon  all  the  taxable  real  and 
perBonal  property  within  its  territorial  limits. 

(3)  Warrants  issued  by  or  in  behalf  of  any  municipality  which,  prior  to  such  issu- 
ance, became  the  successor  of  one  or  more,  or  was  formed  by  the  consolidation  or 
nwiger  of  two  or  more,  preexisting  political  divisions,  the  term  of  existence  of  one 
or  more  6t  which,  added  to  that  of  such  succeeding  or  consolidated  political  division* 
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18  equal  to  a  period  of  10  years,  will  be  deemed  to  be  warrants  of  a  political  divisQi 
which  has  been  in  existance  for  a  period  o^  10  years:  Provided,  That  during  such  period 
none  of  such  original,  succeeding,  or  consolidated  political  divisions  shall  have  de- 
faulted for  a  period  exceeding  15  days  in  the  payment  of  any  part  of  either  {vindpil 
or  interest  of  any  funded  debt  authorized  to  be  contracted  by  it 


REGULATION  F,  SERIES  OF  191«. 

(Superseding  Regulation  H  of  1916.) 
mUST  POWERS  OF  NATIONAL  BANKS. 

I.  Statutory  provitions. 

The  Federal  Reserve  Act  provides: 

'*Sbc.  11.  The  Federal  Reserve  Board  shall  be  authorized  and  empowered: 
'*(ib)  To  grant  by  special  permit  to  national  banks  applying  therefor,  when  not  in 
contravention  of  State  or  local  law,  the  right  to  act  as  trustee,  executor,  administrator, 
or  registrar  of  stocks  and  bonds,  imder  such  rules  and  regulations  as  the  said  Boud 
may  prescribe.'* 

II.  ApplicaturM. 

A  national  bank  desiring  to  exercise  any  or  all  of  the  privileges  authorised  by  sec- 
tion 11,  subsection  (ib),  of  the  Federal  Reserve  Act,  shall  make  application  to  tbe 
Federal  Reserve  Board  on  a  form  approved  by  said  Board  (Form  No.  61).  Such  ap- 
plication shall  be  forwarded  by  the  appl3dng  bank  to  the  chairman  of  the  board  of 
directors  of  the  Federal  Reserve  Bank  of  its  district,  and  shall  thereupon  be  tnns- 
mitted  to  the  Federal  Reserve  Board  with  his  recommendations. 

III.  Separate  departments. 

Every  national  bank  permitted  to  act  imder  this  section  shall  establiflh  a  separate 
trust  department,  and  shall  place  such  department  under  the  management  of  to 
officer  or  officers,  whose  duties  shall  be  prescribed  by  the  board  of  directors  of  tbe 
bank. 

IV.  Provision  for  keeping  trust  funds. 

The  huds,  securities,  and  investments  held  in  each  trust  shall  be  held  separate 
and  distinct  from  the  general  iunds  and  securities  of  the  bank,  and  separate  aod 
distinct  one  from  another.  The  ledg^^  and  other  books  kept  for  the  trust  depart- 
ment shall  be  entirely  separate  and  apart  from  the  other  books  and  records  of  the  bank. 

V.  Examinations. 

Examiners  appointed  by  the  Comptroller  of  the  Currency  or  designated  by  tbe 
Federal  Reserve  Board  will  hereafter  be  instructed  to  make  th<»rough  and  complete 
audits  of  the  cash,  securities,  accoimts,  and  investments  of  the  trust  department  of 
every  bank  at  the  same  time  that  examination  is  made  of  the  banking  department 

VI.  Conformity  with  State  laws. 

Toothing  in  these  regulations  shall  be  construed  to  give  to  a  national  bank  dou^ 
business  as  trustee,  executor,  administrator,  or  registrar  of  stocks  and  bonds  undtf 
section  11  (k)  of  the  Federal  Reserve  Act  any  rights  or  privileges  in  contraveotioii 
of  the  laws  of  the  State  in  which  the  bank  is  located. 
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VII.  Revocation  of  permits. 

The  Federal  Reeerve  Board  reserves  the  right  to  revoke  permits  granted  under 
these  r^:ulations  in  any  case  where  in  the  opinion  of  theBoard  a  bank  has  willfully 
violated  the  provisions  of  these  regulations  or  the  laws  of  any  State  relating  to  the 
operations  of  such  bank  when  acting  as  trustee,  executor,  administrator,  or  registrar 
of  stocks  and  bonds. 

VIII.  Changes  in  rules. 

Theee  regulations  are  subject  to  change  by  the  Federal  Reserve  Board:  Provided, 
however  J  That  no  such  chanyge  shall  prejudice  obligations  undertaken  in  good  faith 
under  regulations  in  effect  at  the  time  the  obligation  was  assumed. 


REGULATION  G,  SERIES  OF  1916. 

(Superseding  Regulation  I  of  1915.) 
LOANS  ON  FARM  LAND  AND  OTHER  REAL  ESTATE. 

Section  24  of  the  Federal  Reserve  Act  provides  in  part  that— 
'*  Any  national  banking  association  not  situated  in  a  central  reserve  city  may  make 
loans  secured  by  improved  and  imencumbered  farm  land  situated  within  ita  Federal 
reserve  district  or  within  a  radius  of  one  himdred  miles  of  the  place  in  which  such 
bank  is  located,  irrespective  of  district  lines,  and  may  also  make  loans  secured  by 
improved  and  imencumbered  real  estate  located  within  one  himdred  miles  of  the 
place  in  which  such  bank  is  located,  irrespective  of  district  lines;  but  no  loan  made 
upon  the  security  of  such  &rm  land  shall  be  made  for  a  longer  time  than  five  years, 
and  no  loan  made  upon  the  security  of  such  real  estate  as  distinguished  from  farm 
land  shall  be  made  ios  a  longer  time  than  one  year,  nor  shaU  the  amount  of  any  such 
loan,  whether  upon  such  &rm  land  or  upon  such  real  estate,  exceed  fifty  per  centum 
of  the  actual  value  of  the  property  offered  as  security.  Any  such  bank  may  make 
such  loans,  whether  secured  by  such  farm  land  or  such  real  estarte  in  an  aggregate 
sum  equal  to  twenty-five  i>er  centum  of  its  capital  and  surplus  or  to  one-third  of  its 
time  deposits,  and  such  banks  may  continue  hereafter  as  heretofore  to  receive  time 
deposits  and  to  pay  interest  on  the  same.'' 

National  banks  not  located  in  central  reserve  cities  may,  therefore,  legally  make 
loans  secured  by  improved  and  imencumbered  farm  land  or  other  real  estate  as  pro- 
vided by  this  section. 
•Certain  conditions  and  restrictions  must,  however,  be  observed — 
(a)  There  must  be  no  prior  lien  on  the  land;  that  is,  the  lending  bank  must  hold 
an  absolute  first  mortgage  or  deed  of  trust. 

(6)  The  amount  of  the  loan  must  not  exceed  50  per  cent  of  the  actual  value  of  the 
land  by  which  it  is  secured. 

(e)  The  maximum  amount  of  loans  which  a  national  bank  may  make  on  real  estate, 
wheUier  on  farm  land  or  on  other  real  estate  as  distinguished  from  farm  land,  is  limited 
under  the  terms  of  the  act  to  an  amoimt  not  in  excess  of  one-third  of  its  time  deposits 
at  the  time  of  the  making  of  the  loan,  and  not  in  excess  of  one-third  of  its  average 
time  deposits  during  the  preceding  calendar  year:  Provided,  however,  That  if  one- 
third  of  such'time  deposits  as  of  the  date  of  making  the  loan  or  one-third  of  the  average 
time  deposits  for  the  preceding  calendar  year,  is  less  than  one-fourth  of  the  capital 
and  surplus  of  the  bank  as  of  the  date  of  making  the  loan,  the  bank  in  such  e^'ent 
shall  have  authority  to  make  loans  upon  real  estate  under  the  terms  of  the  Act  to  the 
extent  of  one-fourth  of  the  bank's  capital  and  surplus  as  of  that  date. 

(d)  Farm  land  to  be  eligible  as  security  for  a  loan  by  a  national  bank  must  be  situ- 
ated within  the  Federal  Reserve  district  in  which  such  bank  is  located  or  within  a 
radius  of  100  miles  of  such  bank,  irrespective  of  district  lines. 
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(e)  Real  estate,  as  distinguiahed  from  fann  land,  to  be  eligible  as  security  for  a  ktt 
by  a  national  bank  must  be  located  within  a  radius  of  100  miles  of  such  bank,  im- 
spective  of  district  lines. 

(f)  The  right  of  a  national  bank  to ' '  make  loans  "  under  section  24  includes  the  ng^ 
to  purchase  or  discount  loans  already  made,  as  well  as  the  right  to  make  mich  kani 
in  the  first  instance:  Provided,  however.  That  no  loan  secured  by  farm  land  shall  have 
a  maturity  of  more  than  five  years  from  the  date  on  which  it  was  purchased  or  made 
by  the  national  bank,  and  that  no  loan  secured  by  other  real  estate  shall  have  a  matmity 
of  more  than  one  year  from  such  date. 

In  order  that  real  estate  loans  held  by  a  bank  may  be  readily  classified,  a  statemoit 
signed  by  the  officers  making  a  loan  and  having  knowledge  of  the  facts  upon  which 
it  is  based  must  be  attached  to  each  note  secured  by  a  first  mortgage  on  the  land  by 
which  the  loan  is  seciured,  certifying  in  detail  as  of  the  date  of  the  loan  that  all  of  the 
requirements  of  law  have  been  duly  observed. 


REGULATION  H,  SERIES  OF  1916. 

(Superseding  Regulation  M  of  1915.) 
MEMBEBSHIP  OF  STATE   BANKS  AND  TBUST  C01CPANIB8. 

I.  Statutory  requirements. 

Specific  provisions  of  the  Federal  Reserve  Act  applicable  to  State  banks  and  trust 
companies  which  become  member  banks  are  quoted  in  the  appendix  to  this  regu- 
lation. 

II.  Banks  eligible  for  membership. 

A  State  bank  or  a  trust  company  to  be  eligible  for  membership  in  a  Federal  Reserve 
Bank  must  comply  with  the  following  conditions: 

(1)  It  must  have  been  incorporated  under  a  special  or  general  law  of  the  State 
or  district  in  which  it  is  located. 

(2)  It  must  have  a  minimum  paid-up  unimpaired  capital  stock  as  follows: 
In  cities  or  towns  not  exceeding  3,000  inhabitants,  $25,000. 

In  cities  or  towns  exceeding  3,000  but  not  exceeding  6,000  inhabitants,  $50,000. 
In  cities  or  towns  exceeding  6,000  but  not  exceeding  50,000  inhabitants,  $100,000. 
In  cities  exceeding  50,000  inhabitants,  $200,000. 

III.  Application  for  membership.    , 

Any  eligible  State  bank  or  trust  company  may  make  application  on  Form  83,  made 
a  part  of  this  regulation,  to  the  Federal  Reserve  Agent  of  its  district  for  an  amount 
of  capital  stock  in  the  Federal  Reserve  Bank  of  such  district  equal  to  6  per  cent  of 
the  paid-up  capital  stock  and  surplus  of  such  State  bank  or  trust  company.  ^ 

Upon  receipt  of  such  application  the  Federal  Reserve  Agent  shall  submit  the 
same  to  a  committee  composed  of  the  Federal  Reserve  Agent,  the  governor  of  the 
Federal  Reserve  Bank,  and  at  least  one  other  member  of  the  board  of  directors  of 
such  bank,  to  be  appointed  by  such  board,  but  no  class  A  director  whose  bank  is 
in  the  same  city  or  town  as  the  applying  bank  or  trust  company  shall  be  a  member 
of  such  committee.  This  committee  shall,  after  receiving  the  report  of  such  examina- 
tion as  may  be  required  by  the  Federal  Reserve  Bank  in  piu*8uance  of  directioofl 
torn  the  Federal  Reserve  Board,  consider  the  application  and  transmit  it  to  the 
Federal  Reserve  Board,  with  its  report  and  recommendations. 

1  Three  per  cent  has  already  been  called  from  national  and  other  member  banks,  bat  the  remainder  of 
the  subscription  or  any  part  of  It  shall  be  subject  to  call  If  deemed  necessary  by  the  Federal  Resorve  Board. 
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IV.  Approval  of  application. 

In  paaeiiig  upon  an  application  the  Federal  Reserve  Board  will  consider  especially-— 

(1)  The  financial  condition  of  the  applying  bank  or  trust  company  and  the  general 
character  of  its  management. 

(2)  Whether  the  nature  of  the  powers  exercised  by  the  said  bank  or  trust  company 
and  its  charter  provisions  are  consistent  with  the  proper  conduct  of  the  business  of 
banking  and  with  membership  in  the  Federal  Reserve  Bank. 

(3)  Whether  the  laws  of  the  State  or  district  in  which  the  applying  bank  or  trust 
company  is  located  c^mtain  provisions  likely  to  prevent  proper  compliance  with 
the  provisions  of  the  Federal  Reserve  Act  and  the  r^ulations  of  the  Federal  Reserve 
Board  made  in  conformity  therewith. 

If,  in  the  judgment  of  the  Federal  Reserve  Board,  an  applying  bank  or  trust  com- 
pany confiNrms  to  all  the  requirements  of  the  Federal  Reserve  Act  and  these  regu- 
lations, and  is  otherwise  qualified  for  membership,  the  Board  will  issue  a  certificate 
of  appfoval.  Whenever  the  Board  may  deem  it  necessary,  it  will  impose  such  con- 
ditions as  will  infloie  (XMnpUance  with  the  act  and  these  regulations.  When  the  certifi- 
cate of  approval  and  any  conditions  contained  therein  have  been  accepted  by  the 
applying  bank  or  trust  company,  stock  in  the  Federal  Reserve  Bank  of  the  district 
in  which  the  applying  bank  oat  trust  company  is  located  shall  be  issued  and  paid 
for  imder  the  regulations  of  the  Federal  Reserve  Act  provided  for  national  banks 
which  become  stockholders  in  the  Federal  Reserve  Banks. 

V.  Powers  and  restrictions. 

Every  State  bank  w  trust  company  while  a  member  of  the  Federal  Reserve  S3rstem — 

(1)  Shall  retain  its  full  charter  and  statutory  rights  as  a  State  bank  or  trust  company, 
and  may  continue  to  exercise  the  same  functions  as  before  admission,  except  as  pro- 
vided in  the  Federal  Reserve  Act  and  the  Regulations  of  the  Federal  Reserve  Board, 
including  any  conditions  embodied  in  the  certificate  of  approval. 

(2)  Shall  invest  only  in  loans  on  real  estate  or  mortgages  of  a  character  and  to  an 
extent  which,  considering  the  nature  of  its  liabilities,  wUl  not  impair  its  ability  to 
meet  current  or  maturing  obligations. 

(3)  Shall  adjust,  to  conform  with  the  requirements  of  the  Federal  Reserve  Act  and 
these  regulations,  within  such  reasonable  time  as  may  be  determined  by  the  Board  in 
each  case,  any  loans  it  may  have  at  the  time  of  its  admission  to  membership  which 
are  secured  by  its  own  stock,  or  any  loans  to  one  person,  firm,  or  corporation  aggregating 
more  than  10  per  cent  of  its  capital  and  surplus  or  more  than  30  per  cent  of  its  capital, 
or  any  real  estate  loans  which,  in  the  judgment  of  the  Federal  Reserve  Board,  impair 
its  ability  to  meet  current  or  matiuring  obligations. 

(4)  Shall  maintain  such  improvements  and  changes  in  its  banking  practice  as  may 
have  been  specifically  required  of  it  by  the  Federal  Reserve  Board  as  a  condition  of 
its  admission,  and  shall  not  lower  the  standard  of  banking  then  required  of  it;  and 

(5)  Shall  enjoy  all  the  privileges  and  observe  all  those  requirements  of  the  Federal 
Reserve  Act  and  of  the  regulations  of  the  Federal  Reserve  Board  made  in  conformity 
therewith  which  are  applicable  to  State  banks  and  trust  companies  which  have  become 
member  banks. 

VI.  Withdrawals. 

Any  State  bank  or  trust  company  desiring  to  withdraw  from  membership  in  a 
Federal  Reserve  Bank  may  do  so  12  months  after  written  notice  of  its  intention  to 
withdraw  shall  have  been  filed  with  the  Federal  Reserve  Board.  The  Board  will 
immediately  notify  the  Federal  Reserve  Bank  of  the  receipt  of  such  notice.  At  the 
expiration  of  said  12  months  such  bank  or  trust  company  shall  surrender  all  of  its 
holdings  of  capital  stock  in  the  Federal  Reserve  Bank,  which  stock  shall  then  be 
canceled  and  the  withdrawing  bank  or  trust  company  shall  thereupon  be  released  from 
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its  stock  subscription  not  previoiisly  called.  Such  bank  or  trust  company  shafl, 
immediately  upon  the  cancellation  of  its  stock,  cease  to  be  a  member  of  the  Fedeiml 
Reserve  Bajik,  and  the  Federal  Reserve  Bank  shall  then  refund  to  such  bank  or 
trust  company  a  sum  equal  to  the  cash-paid  subscription  on  the  shares  suirendered, 
with  interest  at  the  rate  of  one-half  of  1  per  cent  per  month  computed  from  the  last 
dividend,  if  earned,  not  to  exceed  the  book  value  thereof,  and  the  reserve  deposits, 
less  any  liability  of  such  member  to  the  Federal  Reserve  Bank :  Provided^  That  no  Fed- 
eral Reserve  Bank  shall,  except  by  the  specific  authority  of  the  Federal  Reserve' 
Board,  cancel  within  the  same  calendar  year  more  than  10  per  cent  of  its  ca];ntal  stock 
for  the  purpose  of  effecting  voluntary  withdrawals  during  that  year.  All  applicatioDa, 
including  therein  any  on  which  action  may  have  been  deferred  because  in  excess  of 
the  aforesaid  10  per  cent  limitation,  will  be  dealt  with  in  the  order  in  which  they 
were  originally  filed  with  the  Board. 

Any  State  bank  or  trust  company  desiring  to  withdraw  from  membership  at  the 
expiration  of  the  12  months'  notice,  notwithstanding  the  fact  that  the  Federal  Reserve 
Bank  has  previously  canceled  10  per  cent  of  its  stock  during  the  same  calendar  year, 
may  do  so.  In  such  case,  however,  the  Federal  Reserve  Bank  shall  not  be  required 
to  repay  to  the  withdrawing  bank  or  trust  company  the  sums  due  as  above  until  sudi 
time  as  its  stock  would  have  been  canceled  had  it  not  exercised  this  option.  The 
Federal  Reserve  Bank  shall,  however,  give  a  receipt  for  the  stock  siurendered. 

VII.  Examinations. 

Every  State  bank  or  trust  company,  while  a  member  of  the  Federal  Reserve  Sj^stem, 
shall  be  subject  to  such  examinations  as  may  be  prescribed  by  the  Federal  Reserve 
Board  in  pursuance  of  the  provisions  of  the  Federal  Reserve  Act. 

In  order  to  avoid  duplication,  the  Board  will  exercise  the  broad  discretion  vested 
in  it  by  the  act  in  accepting  examinations  of  State  banks  and  trust  companies  made 
by  State  authorities  wherever  these  are  satisfactory  to  the  Board  and  are  found  to  be 
of  the  same  standard  of  thoroughness  as  national  bank  examinations  and  where,  in 
addition,  satisfactory  arrangements  for  cooperation  in  the  matter  of  examination 
between  the  designated  examiners  of  the  Board  and  those  of  the  States  already  exist 
or  can  be  effected  with  State  authorities.  Examiners  from  the  stafif  of  the  Board  or 
of  the  Federal  Reserve  Banks  will,  whenever  desirable,  be  designated  by  the  Board 
to  act  with  the  examination  staff  of  the  State  in  order  that  uniformity  in  the  standard 
of  examination  may  be  assured. 

VIII.  Future  regulations. 

The  Federal  Reserve  Board  reserves  the  right  to  make  such  amendments  and  adopt 
and  issue,  from  time  to  time,  such  further  regulations  authorized  by  the  Act  as  it  may 
deem  necessary,  but  no  amendment  of  Section  VI  of  these  regulations,  relating  to 
voluntary  withdrawals,  shall  take  e^ect  until  six  months  after  its  adoption  and  issue 
by  the  Board. 

APPENDIX   TO   REGULATION    H. 

The  Federal  Reserve  Act  provides: 

"Sec.  9.  Any  bank  incorporated  by  special  law  of  any  State,  dr  organized  under 
the  general  laws  of  any  State  or  of  the  United  States,  may  make  application  to  the 
Reserve  Bank  organization  committee,  pending  organization,  and  thereafter  to  the 
Federal  Reserve  Board  for  the  right  to  subscribe  to  the  stock  of  the  Federal  Resers-e 
Bank  organized  or  to  be  organized  within  the  Federal  Reserve  district  where  the 
applicant  is  located.  The  organization  committee  or  the  Federal  Reserve  Board, 
under  such  rules  and  regulations  as  it  may  prescribe,  subject  to  the  pro-s-isions  of  this 
section,  may  permit  the  applying  bank  to  become  a  stockholder  in  the  Federal  Reser\'e 
Bank  of  the  district  in  which  the  applying  bank  is  located.    Whenever  the  organira- 
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tka  oommittee  or  the  Federal  Beeerve  Board  shall  permit  the  applying  bank  to 
become  a  stockholder  in  the  Federal  Beeerve  Bank  of  the  district,  stock  shall  be 
imied  and  paid  for  under  the  rules  and  regulations  in  this  Act  provided  for  national 
banks  which  become  stockholders  in  Federal  Beserve  Banks. 

'*The  (NTganization  committee  or  the  Federal  Beeerve  Board  shall  establish  by-laws 
for  the  gmaoid  government  of  its  conduct  in  acting  upon  applications  made  by  the 
State  banks  and  banking  assodationB  and  trust  c(»npanies  for  stock  ownership  in 
Federal  Beeerve  Banks.  Such  by-laws  shall  require  applying  banks  not  organized 
under  Federal  law  to  coihply  with  the  reserve  and  capital  reqiiirements  and  to  submit 
to  the  examination  and  regulations  prescribed  by  the  organization  committee  or  by 
the  Federal  Beeerve  Board.  No  applying  bank  shall  be  admitted  to  membership  in 
a  Federal  Beeerve  Bank  unless  it  possesses  a  paid-up,  unimpaired  capital  sufficient 
to  entitle  it  to  become  a  national  banking  association  in  the  place  where  it  is  situated, 
under  the  provisions  of  the  national  banking  act. 

''Any  bank  becoming  a  member  of  a  Federal  Beserve  Bank  under  the  provisions 
of  this  eection  shall,  in  addition  to  the  regulations  and  restrictions  hereinbefore  pro- 
vided, be  required  to  conform  to  the  provisions  of  law  imposed  on  the  national  bimks 
respecting  the  limitation  of  HabiHty  which  may  be  incurred  by  any  person,  firm,  or 
corporation  to  such  banks,  the  prohibition  against  making  purchase  of  or  loans  on 
stock  id  ench  banks,  and  the  withdrawal  or  impairment  of  capital,  or  the  payment  of 
unearned  dividends,  and  to  such  rules  and  regulations  as  the  Federal  Beserve  Board 
may,  in  pursuance  thereof,  prescribe. 

"Such  banks,  and  the  officers,  agents,  and  employees  thereof,  shall  also  be  subject 
to  the  provisions  of  and  to  the  penalties  prescribed  by  sections  fifty-one  hundred  and 
ninety-ei^t,  fifty-two  himdred,  fifty-two  himdred  and  one,  and  fifty-two  hundred 
and  eigjit,  and  fifty-two  hundred  and  nine  of  the  Bevised  Statutes.  The  member 
banks  shall  also  be  required  to  make  reports  of  the  conditions  and  of  the  payments  of 
dividends  to  the  Comptroller,  as  provided  in  sections  fifty-two  hundred  and  eleven 
and  fifty-two  hundred  and  twelve  of  the  Bevised  Statutes,  and  shall  be  subject  to 
the  penalties  prescribed  by  section  fifty-two  hundred  and  thirteen  for  the  failure  to 
make  such  report. 

''If  at  any  time  it  shall  appear  to  the  Federal  Beserve  Board  that  a  member  bank 
has  failed  to  comply  with  the  provisions  of  this  section  or  the  regulations  of  the  Federal 
Beserve  Board,  it  shall  be  within  the  power  of  the  said  Board,  after  hearing,  to  require 
Budi  bank  to  surrender  its  stock  in  the  Federal  Beserve  Bank;  upon  such  surrender 
the  Federal  Beserve  Bank  shall  pay  the  cash-paid  subscriptions  to  the  said  stock  with 
interest  at  the  rate  of  one-half  of  one  per  centum  per  month,  computed  from  the  last 
dividend,  if  earned,  not  to  exceed  the  book  value  thereof,  less  any  liability  to  said 
Federal  Besen^e  Bank,  except  the  subscription  liability  not  previously  called,  which 
shall  be  canceled,  and  said  Federal  Beserve  Bank  shall,  upon  notice  from  the  Federal 
Beserve  Board,  be  required  to  suspend  said  bank  from  further  privileges  of  member- 
ship, and  shall  within  thirty  days  of  such  notice  cancel  and  retire  its  stock  and  make 
payment  therefor  in  the  manner  herein  provided.  The  Federal  Beserve  Board  may 
lestore  membership  upon  due  proof  of  compliance  with  the  conditions  imposed  by 
this  section. 

'*8ec.  19.  If  a  State  bank  or  trust  company  is  required  or  permitted  by  the  law  of 
its  State  to  keep  its  reserves  either  in  its  own  vaults  or  with  another  State  bank  or  trust 
company  or  with  a  national  bank,  such  reserve  deposits  so  kept  in  such  State  bank 
or  trust  company  or  national  bank  shall  be  construed,  within  the  meaning  of  this  sec- 
tion, as  if  they  were  reserve  deposits  in  a  national  bank  in  a  reserve  or  central  reserve 
city  for  a  period  of  three  years  after  the  Secretary  of  the  Treasury  shall  have  officially 
announced  the  establishment  of  a  Federal  Beserve  Bank  in  the  district  in  which  such 
State  bank  or  trust  company  is  situate.  Except  as  thus  provided,  no  member  bank 
fihall  keep  on  deposit  with  any  nonmember  bank  a  sum  in  excess  of  ten  per  centum 
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of  its  own  paid-up  capital  and  surplus.  No  member  bank  shall  act  as  the  medinm  or 
agent  of  a  nonmember  bank  in  applying  for  or  receiving  discounts  from  a  Fedeni 
Beserve  Bank  imder  the  provisions  of  this  Act  except  by  permission  of  the  Fedeni 
Reserve  Board. 

'*Sec.  21..  The  Comptroller  of  the  Currency,  with  the  approval  of  the  Secretary  of 
the  Treasury,  shall  appoint  examineis,  who  shall  examine  every  member  bank  at 
least  twice  in  each  calendar  year  and  oftener  if  considered  necessary:  Provided^  Ao»- 
every  That  the  Federal  Reserve  Board  may  authorize  examination  by  the  State  authori- 
ties to  be  accepted  in  the  case  of  State  banks  and  trust  companies,  and  may  at  any 
time  direct  the  holding  of  a  special  examination  of  State  banks  or  trust  companies  that 
are  stockholders  in  any  Federal  Reserve  Bank.  The  exandner  making  the  examina- 
tion of  any  national  bank,  or  of  any  other  member  bank,  shall  have  power  to  make  a 
thorough  examination  of  all  the  aftsdrs  of  the  bank,  and  in  doing  so  he  shall  have  power 
to  administer  oaths  and  to  examine  any  of  the  officers  and  agents  thereof  under  oath, 
and  shall  make  a  full  and  detailed  report  of  the  condition  of  said  bank  to  the  Comp- 
troller of  the  Currency. 

''The  Federal  Reserve  Board,  upon  the  recommendation  of  the  Comptroller  of  the 
Currency,  shall  fix  the  salaries  of  all  bank  examiners  and  make  report  thereof  to 
Congress.  The  expense  of  the  examinations  herein  provided  for  eibaU  be  aaseBsed  bj 
the  Comptroller  of  the  Currency  upon  the  banks  examined  in  proportion  to  assets  or 
resources  held  by  the  banks  upon  the  dates  of  examination  of  the  various  banks. 

''In  addition  to  the  examinations  made  and  conducted  by  tiie  Comptroller  of  tiie 
Cuirency,  every  Federal  Reserve  Bank  may,  with  the  approval  of  the  Federal  Re- 
serve Agent  or  the  Federal  Reserve  Board,  provide  for  special  examination  of  member 
banks  within  its  district.  The  expense  of  such  examinations  shall  be  borne  by  the 
bank  examined.  Such  examinations  shall  be  so  conducted  as  to  inform  the  Fedeni 
Reserve  Bank  of  the  condition  of  its  member  banks  and  of  the  lines  of  credit  whicfa 
are  being  extended  by  them.  Every  Federal  Reserve  Bank  ehall  at  all  times  fumiflh 
to  the  Federal  Reserve  Board  such  information  as  may  be  demanded  concerning  the 
condition  of  any  member  bank  within  the  district  of  the  said  Federal  Reserve  Bank. 

''No  bank  shall  be  subject  to  any  visitatorial  powers  other  than  such  as  are  author- 
ized by  law  or  vested  in  the  courts  of  justice,  or  such  as  eibaU  be  or  shaU  have  been 
exercised  or  directed  by  Congress,  or  by  either  House  thereof,  or  by  any  committee 
of  Congress  or  of  either  House  duly  authorized. 

"The  Federal  Reserve  Board  shall,  at  least  once  each  3rear,  order  an  examination 
of  each  Federal  Reserve  Bank,  and  upon  joint  application  of  ten  member  banks  the 
Federal  Reserve  Board  shall  order  a  special  examination  and  report  of  the  condition 
of  any  Federal  Reserve  Bank/' 


REGULATION  I,  SERIES  OF  1916. 

(Superseding  Regulation  N  of  1915.) 
IN0REA8B  OR  DECREASB  OF  CAPITAL  STOCK  OF  FEDERAL  RB8BRVB  BANKS. 

Increase  of  capital  stock. 

Whenever  the  capital  stock  of  any  Federal  Reserve  Bank  shall  be  increased  by  new 
banks  becoming  members,  or  by  the  increase  of  capital  or  surplus  of  any  member 
bank  and  the  allotment  of  additional  capital  stock  to  such  bank,  the  board  of  direc- 
tors of  such  Federal  Reserve  Bank  shall  certify  such  increase  to  the  Comptroller  of 
the  Currency  on  Form  58,  which  is  made  a  part  of  this  regulation. 

Decrease  of  capital  stock. 

I.  Whenever  a  member  bank  reduces  its  capital  stock  or  surplus,  and,  in  the  esse 
of  reduction  of  its  capital,  such  reduction  has  been  approved  by  the  Comptroller  of 
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the  Ciinroicy  and  by  the  Federal  Reserve  Board  in  accordance  with  the  provisions 
of  section  28  of  the  Federal  Reserve  Act,  it  shall  file  with  the  Federal  Reserve  Bank 
of  which  it  is  a  member  an  application  on  Form  60,  which  is  made  a  part  of  this  r^u- 
lation.  When  this  application  has  been  approved,  the  Federal  Reserve  Bank  shall 
take  up  and  cancel  the  receipt  issued  to  such  bank  for  cash  payments  made  on  its 
subscription  and  shall  issue  in  Heu  thereof  a  new  receipt  after  refunding  to  the  mem- 
ber bank  the  proportionate  amount  due  such  bank  on  account  of  the  subscription 
canceled .  The  receipt  so  issued  shall  show  the  date  of  original  issue,  so  that  dividends 
may  be  calculated  thereon. 

II.  Whenever  a  member  bank  shall  be  declared  insolvent  and  a  receiver  appointed 
by  the  proper  authorities,  such  receiver  shall  file  with  the  Federal  Reserve  Bank  of 
^liiich  the  insolvent  bank  is  a  member  an  application  on  Form  87,  which  is  made 
a  part  of  this  regulation,  for  the  surrender  and  cancellation  of  the  stock  held  by,  and 
for  the  refund  of  all  balances  due  to,  such  insolvent  member  bank.  Upon  approval 
of  this  application  by  the  Federal  Reserve  Agent  the  Federal  Reserve  Bank  shall 
accept  and  cancel  the  stock  surrendered,  and  shall  adjust  accounts  between  the 
member  bank  and  the  Federal  Reserve  Bank  by  applying  to  the  indebtedness  of  the 
insolvent  member  bank  to  such  Federal  Reserve  Bank  all  cash-paid  subscriptions 
made  by  it  on  the  stock  canceled  with  one-half  of  1  per  centum  per  month  from  the 
period  of  last  dividend,  if  earned,  not  to  exceed  the  book  value  thereof,  and  the 
balance,  if  any,  ehaU  be  paid  to  the  duly  authorized  receiver  of  such  insolvent  mem« 
ber  bank. 

III.  Whenever  a  member  bank  goes  into  voluntary  liquidation  and  a  liquidating 
agent  is  appointed,  such  agent  shall  file  with  the  Federal  Reserve  Bank  of  which  it 
is  a  membor  an  application  on  Form  86,  which  is  made  a  part  of  this  r^:ulation,  for 
the  surrender  and  cancellation  of  the  stock  held  by  and  for  the  refund  of  all  balances 
due  to  such  liquidating  member  bank.  Upon  approval  of  this  application  by  the 
Federal  Reserve  Agent  the  Federal  Reserve  Bank  shall  accept  and  cancel  the  stock 
suirendered,  and  shall  adjust  accounts  between  the  liquidating  member  bank  and  the 
Federal  Reserve  Bank  by  applying  to  the  indebtedness  of  the  liquidating  member 
bank  to  such  Federal  Reserve  Bank  all  cash-paid  subscriptions  made  by  it  on  the 
stock  canceled  with  one-half  of  1  per  centum  per  month  from  the  period  of  last  divi- 
dend, if  earned,  not  to  exceed  the  book  value  thereof,  and  the  balance,  if  any,  shall 
be  paid  to  the  duly  authorized  Hquidating  agent  of  such  liquidating  member  bank. 

IV.  Whenever  the  stock  of  a  Federal  Reserve  Bank  shall  be  reduced  in  the  manner 
provided  in  Paragraphs  I,  II,  or  III  of  this  regulation  the  board  of  directors  of  such 
Federal  Reserve  Bank  shall,  in  accordance  with  the  provisions  of  section  6,  file  with 
the  Comptroller  of  the  Currency  a  certificate  of  such  reduction  on  Form  59,  which  is 
made  a  part  of  this  regulation. 


REGULATION  J»  SERIES  OF  1916. 

(Superseding  Circular  No.  1  of  1916.) 
CHECK  OLBABINO  AND  OOLLBCmON. 

The  Federal  Reserve  Board  is  empowered,  under  section  16  of  the  Federal  Reserve 
Act,  to  require  each  Federal  Reserve  Bank  to — 
'* Exercise  the  function  of  a  clearing  house  for  its  member  banks." 
In  pursuance  of  the  authority  vested  in  it  under  the  provisions  of  this  section,  the 
Federal  Reserve  Board,  desiring  to  afford  to  both  the  public  and  the  various  member 
banks  a  direct,  expeditious,  and  economical  system  of  check  collection  and  settle- 
ment of  balances,  hereby  requires  all  Federal  Reserve  Banks  to  exercise  the  functions 
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of  a  clearing  house  for  their  respective  member  banks  under  the  following  geoflnl 
v&rmB  and  conditions: 

Each  Federal  Reserve  Bank  will  receive  at  par  from  its  member  banks  chet^^ 
drawn  on  all  member  banks,  whether  in  its  own  district  or  other  districts,  and  cheeb 
drawn  upon  nonmember  banks  when  such  checks  can  be  collected  by  the  Fedenl 
Reserve  Banks  at  par. 

Each  Federal  Reserve  Bank  will  receive  at  par  from  other  Federal  Reserve  Banb 
checks  drawn  upon  all  member  banks  of  its  district  and  upon  all  nonmember  banb 
whose  checks  can  be  collected  at  par  by  the  Federal  Reserve  Bank«  The  Fedenl 
Reserve  Banks  will  prepare  a  par  list  of  sdl  nonmember  banks,  to  be  revised  from  time 
to  time,  which  will  be  furnished  to  member  banks. 

Immediate  credit  entry  upon  receipt  subject  to  final  payment  will  be  made  foraH 
such  items  upon  the  books  of  the  Federal  Reserve  Bank  at  full  buce  value,  but  the  pro- 
ceeds will  not  be  counted  as  part  of  the  minimum  reserve  nor  become  available  to  meet 
ckecks  drawn  imtil  actually  collected  in  accordance  with  the  best  practice  now  pre- 
vailing. 

(2)  Checks  received  by  a  Federal  Reserve  Bank  on  its  member  banks  will  be  for- 
warded direct  to  such  member  banks  and  will  not  bo  charged  to  their  accoonts  UBtQ 
advice  of  payment  has  been  received  or  until  sufficient  time  has  elapsed  within  wfaich 
to  rec^ve  advice  of  payment. 

(3)  In  the  selection  of  collecting  agents  for  handling  checks  on  nonmember  banb 
member  banks  will  be  given  the  preference.  * 

(4)  Under  this  i^an  Federal  Reserve  Banks  will  receive  at  par  from  their  member 
'  banks  checks  on  all  member  banks  and  on  nonmember  banks  whose  checks  can  be 

collected  at  par  by  any  Federal  Reserve  Bank.  Member  banks  will  be  required  by 
the  Federal  Reserve  Board  to  provide  funds  to  cover  at  par  all  checks  received  bm 
or  for  the  accoimt  of  their  Federal  Reserve  Banks:  Providedy  hotoever.  That  a  member 
bank  may  ship  lawful  money  or  Federal  reserve  notes  from  its  own  vaults  at  tibe 
expense  of  its  Federal  Reserve  Bank  to  cover  any  deficiency  which  may  arise  becanee 
of  and  only  in  the  case  of  inability  to  provide  items  to  offset  checks  received  from  or 
for  the  account  of  its  Federal  Reserve  Bank. 

(5)  Section  19  of  the  Federal  Reserve  Act  provides  that— 

The  reserve  carried  by  a  member  bank  with  a  Federal  Ree^re  Bank  may,  under 
the  regulations,  and  subject  to  such  penalties  as  may  be  prescribed  by  the  Federal 
Reserve  Board,  be  checKed  against  and  withdrawn  by  such  member  bank  for  the 
I>urpose  of  meeting  existing  liabilities:  Provided^  however ,  That  no  bank  shall  at  any 
time  make  new  loans  or  shall  pay  any  dividends  unless  and  until  the  total  reserve 
required  by  law  is  fully  restored. 

It  is  manifest  that  items  in  process  of  collection  can  not  lawfully  be  counted  as  part 
of  the  minimum  reserve  to  be  carried  by  a  member  bank  with  its  Federal  Reserve 
Bank.  Therefore,  should  a  member  bank  draw  against  such  items  the  draft  would  be 
charged  against  its  reserve  if  such  reserve  were  sufficient  in  amount  to  pay  it;  but  any 
resulting  impairment  of  reserves  would  be  subject  to  all  the  penalties  provided  by 
the  act. 

Inasmuch  as  it  is  essential  that  the  law  in  respect  to  the  maintenance  by  member 
banks  of  the  required  minimum  reserve  shall  be  strictly  complied  with,  the  Federal 
Reserve  Board,  under  authority  vested  in  it  by  section  19  of  the  act,  hereby  prescribes 
as  the  penalty  for  any  deficiency  in  reserves  a  sum  equivalent  to  an  interest  charge  on 
the  amount  of  the  deficiency  of  2  per  cent  per  anniun  above  the  ninety-day  discount 
rate  of  the  Federal  Reserve  Bank  of  the  district  in  which  the  member  bank  is  located. 
The  Board  reserves  the  right  to  increase  this  penalty  whenever  conditions  require  it 

>  A  oheck  is  generally  defined  as  a  draft  or  order  upon  a  bank  or  banking  house,  purporting  to  be  dravn 
iqKm  a  deposit  of  funds,  for  the  payment  at  aU  events  of  a  certain  sum  of  money  to  a  certain  person  tbocin 
named,  or  to  him  or  his  order,  or  to  bearer,  and  payable  instantly  on  demand. 
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Member  banks  can  at  all  timee  airange  to  keep  their  reserves  intact  by  rediscount- 
ing  with  their  Federal  Reserve  Bank. 

(6)  Each  Federal  Reserve  Bank  will  determine  by  analysis  the  amounts  of  uncol- 
lected funds  appearing  on  its  books  to  the  credit  of  each  member  bank.  Such  analysis 
will  show  the  true  status  of  the  reserve  held  by  the  Federal  Reserve  Bank  for  ^ach 
member  bank  and  will  enable  it  to  apply  the  penalty  for  impairment  of  reserve. 

A  Bchedtde  of  the  time  required  within  which  to  coUect  checks  will  be  furnished  to 
each  member  bank  to  enable  it  to  determine  the  time  at  which  any  item  sent  to  its 
Federal  Reserve  Bank  will  be  counted  as  reserve  and  become  available  to  meet  any 
checks  drawn. 

(7)  In  handling  items  for  member  banks  a  Federal  Reserve  Bank  wiU  act  as  agent 
only.  The  Board  will  require  that  each  member  bank  authorize  its  Federal  Reserve 
Bank  to  eend  checks  for  collection  to  banks  on  which  checks  are  drawn,  and,  except 
for  negligence,  such  Federal  Reserve  Bank  will  assume  no  liability.  Any  further 
requirements  that  the  Board  may  deem  necessary  will  be  set  forth  by  the  Federal 
Reserve  Banks  in  their  letters  of  instruction  to  their  member  banks. 

(8)  The  cost  of  collecting  and  clearing  ckecks  must  necessarily  be  borne  by  the 
banks  receiving  the  benefit  and  in  proportion  to  the  service  rendered.  An  accurate 
account  will  be  kept  by  each  reserve  bank  of  the  cost  of  performing  this  service  and 
the  Federal  Reserve  Board  will,  by  rule,  fix  the  charge,  at  so  much  per  item,  which 
may  be  imposed  for  the  service  of  clearing  or  collection  rendered  by  the  reserve'  banks 
as  pfovided  in  section  16  of  the  Federal  Reserve  Act. 

75284®— 17 12 
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POWERS  TO  DECEMBER  31,  1916. 

D18TR10T  No.  1. 


City  or  town. 


Name  of  bank. 


Powers  granted. 


Connecticut: 

Ansonla 

Middletown... 

New  Haven... 

Do 

Do 

Do 

New  London.. 
Wallingford... 
Waterbnry.... 

Maine: 

Bani^or 

^     Bath 

Lewiston 

Norway 

Portland 

Do 

Do 

MsB^achusetts: 
Adams 

Beverly 

Boston 

Do 

Do 

Do 

Do 

Do 

Fan  River.... 

Fltchbm^ 

Gardner 

Gloucester 

Great  Barring- 
ton. 

HaverhiU 

Do 

Holyoke 

Do.:!!!!!! 

Lowell 

Marlboro 

Do 

New  Bedford.. 
Northampton. 

Norwood 

Pittsfleld 

Do 

Salem 

Springfield.... 

Do 

Turners  Falls. 
Watertown. . . 

Webster 

Worcester 

Do 

New  Hampshire: 

Claremont 

Concord 

Do 
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Ansonia  National  Bank 

Middletown  National  Bank 

Merchants  National  Bank. . 
National  Tradesmens  Bank 

Second  National  Bank 

Yale  National  Bank 

Naticnal  Bank  of  Commerce 

First  National  Bank 

Manufacturers  National 
Bank. 

First  National  Bank 

Bath  National  Bank 

Manufacturers  National 
Bank. 

Norway  National  Bank 

Canal  National  Bank. 

First  National  Bank 

Portland  National  Bank. . , 

Gfreylook  Naticmal  Bank. .. 

Beverly  National  Bank 

First  National  Bank 

Fourth  Atlantic  NaUonal 
Bank. 

Merchants  National  Bank. , 

National  Shawmut  Bank. . 

Peoples  National  Bank 

Second  National  Bank 

Massasolt  -  Pocasset  Na- 
tional Bank. 

Safety  Fund  National  Bank 

First  National  Bank 

Cape  Ann  National  Bank. 

National  Mahal  we  Bank. 


Essex  National  Bank. 
First  National  Bank. . 


aty  National  Bank 

Home  National  Bank 

Holyoke  National  Bank... . 
Old  Lowell  National  Bank. 
Peoples  National  Bank.. 


First  National  Bank 

Mechanics  National  Bank. . 
Northampton   National 

Bank. 
Norwood  National  Bank. . 
Agricultural  National  Bank 
Pfttsfieid  National  Bank. . . 
Merchants  National  Bank. 

Chapin  National  Bank 

Chicopee  National  Bank . . 

Crocker  llational  Bank 

Union    Market    National 
Bank. 

First  National  Bank 

Merchants  National  Bank.. 
Worcester  National  Bank. . 

Claremont  National  Bank.. 

First  Nati<Hial  Bank 

Mechanlcks  National  Bank, 


Registrar  of  stocks  and  bonds. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 

Do. 

Do. 
Regtstrar  of  stocks  and  bonds. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Trustee,  executor,  and  registrar  of  stocks  and  bonds. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
Trustee,  ezeoator,  and  registrar  of  stocks  and  boodx. 

Do. 
Do. 
Do. 
Do. 

Trustee,  exeoator,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 
Do. 
Do. 

Do. 
Do. 
Do. 
Do. 
Do. 

Do. 
Do. 
Do. 
Do. 

Registrar  of  Stocks. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 

Do. 
Trustee. 

Trustee,  exeoator,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Trustee. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 

Do. 
Do. 
Do. 

Do. 
Do. 
Trustee  and  registrar  of  stocks  and  bonds. 
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City  or  town. 

Name  of  bank. 

Powers  granted. 

New  Hampshire— 
Continued. 
Dover 

Merchants  National  Bank.. 
Strafford  National  Bank. . . 

Ashuelot  National  Bank . . . 
Keene  National  Bank 

Amoskeoff  National  Bank.. 

Second  National  Bank 

Indian  Head  National  Bank 
atizens  National  Bank .... 
WoltBporo  NaUooai  Bank. . 

Aquidneck  National  Bank. 

First  NatiOTial  Bank 

Peoples  National  Bank 

Citizens  National  Bank. . . . 
Welden  National  Bank. . . . 
First  National  Bank 

Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
Trustee  and  registrar  of  stocks  and  bonds. 

Do 

Keene 

Do 

Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
Trustee  and  registrar  of  stocks  and  bonds. 

Do. 
Trustee,  executor,  and  admtniiitrAtnr, 

MandMster.... 

Nashua 

Do 

Wdifoboro 

Rhode  Island: 
Newport 

Vo-mont: 

Brandon 

Brattleboro.... 

Poultaey 

St.  Albans 

Spnngfleld 

Trustee'and  reglsitar  of  stocks  and  bonds. 
Do. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 
Do. 
Do. 
Do. 
Do. 

DiSTBicrr  No.  2. 


X)omiecttcat: 
Bridgeport. 


Danbory.. 
Norwalk.. 


South  Norwalk 
New  Jersey: 

Atlantic  Higb- 

lands. 
Bloomfleld 


Boond  Brook. 

Cranbury 

Dover 

Hoboken 

LwnbertviUe.. 

Long  Brandi.. 
Morristown... 

Do 

Newark 


Do.. 
Do.. 


Do. 
Do. 


New  Brunswick 


Do 

Peterson 

Plainfield... 
Rutherford.. 
Somerville.. 
New  York: 
Albany 

Do.*... 

Do 


Auburn. 


Do 

Brooklyn 

Buffalo 

Clayton 

Cooperstown.. 

Edwards 

Elmira 

Far  Rockaway 
Oeneva 

Do 

OtanviDe 

Do 


aty  NatKHial  Bank. 


.do. 


National  Bank  ol  Norwalk. 
aty  National  Bank. ...... . 


Atlantic    Highlands    Na- 
tional Bank. 
Bloomfleld  Nati<»ial 


First  National  Bank 

....do 

National  Union  Bank 

First  National  Bank 

Lambertville   National 

Bank. 

First  National  Bank 

....do 

National  Iron  Bank 

Essex    County    National 

Bank. 
Merchants  National  Bank.. 
National  Newark  Banking 


NatioDi.1  State  Bank 

North     Ward     National 

Bank. 
National    Bank    of   New 

Jersey. 

Peoples  National  Bank 

Second  National  Bank 

City  National  Bank 

Rutherford  National  Bank. 
First  National  Bank 


.do. 


National  Commercial  Bank. 
New  York  State  National 

Bank. 
Cavuga  County  National 

National  Bank  of  Auburn. . 

Nassau  National  Bank 

Marine  National  Bankv 

National  Exchange  Bank. . 

Second  National  Bank 

Edwards  N  ational  Bank .. . 
Second  National  Bank. . . . 

National  Bank  of 

First  National  Bank 

Geneva  National  Bank 

Fanners  National  Bank ... 
Washington  County  Na- 
tional Bank. 


Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
Registrar  of  stocks  and  bonds. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
Do. 

Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 
Do. 
Do. 
Do. 
Do. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 

Do. 
Do. 

Do. 

Do. 
Do. 
Do. 
Do. 
Trustee,  executor,  and  administrator. 

Registrar  of  stocks  and  bonds. 
Do. 
Do. 

Do. 

Do. 
Do. 
Do. 
Da 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
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City  or  town. 

Name  of  hank. 

New  York— C5ontd. 

Hempstead 

Herkimer 

Lockport 

Mincola 

Monlstown 

New  York 

Do      ... 

First  National  Bank 

Herkimer  National  Bank. . . 
National  Exchange  Bank. . 

First  National  Bank 

Frontier  National  Bank.... 
American   Exchange  Na- 
tional. 

Bankof,N.  B.  A 

Bronx  National  Bank 

Chase  National  Bank 

Gotham  National  Bank ... . 
Harriman  National  Bank . . 

Irving  National  Bank 

Uberty  National  Bank 

Tincohi  National  Bank .... 
National  Bank  of  Commerce 

National  aty  Bank  of 

National  Park  Bank 

Seaboard  National  Bank . . . 

First  National  Bank 

aty  National  Bank 

Plattsburg  National  Bank. . 
First  National  Bank 

Suffolk  County  National 
Bank. 

Linootai  National  Bank 

First  National  Bank 

Richmond   Borough   Na- 
tional Bank. 

First  National  Bank 

National  Bank  of 

Do. 
Da 
Da 
Da 
Da 

Do. 
Do. 
Da 
Do. 
Da 
Do. 
Da 
Da 
Da 
Do. 
Da 
Da 
Da 
Do. 
Do. 
Da 

Da 

Da 
Da 

Do. 

Do. 
Da 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Ovid 

Plattsburg 

Do 

Riohfleld 

Springs. 
Rivertiead 

Rochester 

Saratoga 

Springs. 
St^leton 

WeUsville 

Westneld 

District  Xo.  3. 


Delaware: 
Frederica. 


Laurel.. 
Seaford.. 


New  Jersey: 
Atlantic  City. 

Do 

Cape  May 


First  National  Bank.... 

Peoples  National  Bank.. 
First  National  Bank 


Atlantic  City  National  Bank 

Umon  National  Bank 

Merchants  National  Bank 


Princeton |  First  National  Bank. 


Trenton... 
Do.,.. 
Pennsylvania: 
Annville.. 
BeUevlUe.. 
Blossburg. 


DuBois 

Do 

Ephrata 

Hamsburg.. 


Hasleton 

Huntingdon.. 
Jenkintown . . 
Johnstown... 

Lansdale 

lititB 

Marietta 

Mountvllle... 
Nanticoke.... 

Nazareth 

NewTille 

Patton 

Pen  Argyle.. 

Philadelphia 

Do 


.do.. 


Broad  Street  National  Bank 

Annville  National  Bank... 
Belleville  National  Bank.. 
Miners  National  Bank 


Deposit  National  Bank 

DuBois  National  Bank 

Farmers  National  Bank. . . . 
Merchants  National  Bank.. 

Hazleton  National  Bank . . . 

First  National  Bank 

Jenkintown  National  Bank. 
First  National  Bank 


do 

Farmers  National  Btctik. . . . 
Exchanire  National  Bonk. . 
MountvUle  National  Bank. 

First  National  Bank 

Nazareth  National  Bank . . . 

First  National  Bank 

do 

First  National  Bank 


Fourth    Street    National 

Bank. 
QuakerCitv  National  Bank. 


Trustee,  executor,  administrator,  and  registrar  of  stacks 
and  bonds. 
Do. 
Do. 


Da 
Trustee,  executor,  and  administrator. 
Registrar  of  stocks  and  bonds. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Da 

Da 

Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrat<»,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Da 

Do. 

Da 

Da 

Da 

Da 

Da 

Do. 
Trustee,  executor,  admintstrator,  and  registrar  ofsfaMks 

and  bonds. 
Registrar  of  stocks  and  bends. 

Do. 
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City  or  town. 

Name  of  bank. 

Powers  granted. 

Pennsylvaiiia— Con. 
Philadelphia... 

Reading 

Scrantcn 

BtroudslMirK. . . 

TiosB 

W«t  Chester... 

York 

Soathwark  National  Bank. 

Penn  National  Bank 

Third  NaUonal  Bank 

Pint  National  Bank 

Onnge  National  Bank 

National  Bank  of  Chester 

County. 
Indostrial  National  Bank 

ofWeetYork. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 
Registrar  of  stocks  and  bonds. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 
Do. 

Do. 

District  No.  4. 


Kentucky: 

Brooksville 

lloont  Sterling. 
WilUamsborg. . 
Ohio: 

Akron 

Bellaire 

Boeyrus 

Cohimbos 

Do 

Do 

Do 

Hamilton 

Hillsboro 

Marietta 

Sidney 

Steobenvllle... 

Urbana 

Yoongstown . . . 
Pcnnsylyania: 
Greenville 


Oakmont. 
Sharon 


Zelienople. 


First  National  Bank 

Mount  Sterling  National . . 
First  National  Bank 


National  City  Bank 

First  NaUonal  Bank 

.....do 

City  National  Bank 

Commercial  National  Bank, 
Huntington  National  Bank. 

Ohio  National  Bank 

First  National  Bank 

Merchants  National  Bank 
Oerman  National  Bank . . 
Citixois  National  Bank. . 
National  Exdiange  Bank, 
CIttxens  National  Bank.. 
First  National  Bank 


.do. 
.do. 


McDowell  NaUonal  Bank. 
Peoples  National  Bank 


Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 
Do. 

Trustee,  and  registrar  of  stocks  and  bonds. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Trustee. 

Do. 

Do. 
Registrar  of  stoeks  and  bonds. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
Trustee. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
Do. 


District  No.  5. 


District  of  Colum- 
bia: 
Washington.... 


Do. 


Mar^d: 


Itimore. 
Frederick.. 


RodcTllle. 


North  CaroUna: 
Ettsabetb  City 
Oxfoid 


South  Carolina: 
Charleston. 


Greenville.. 
Lakeaty.. 


Ofangeburg... 
^.^Spartanburg... 
VKgtaiia: 

Alexandria 

Do 

Charlottesville 

Do 

Do 


NaUonal  Metropolitan 
Bank. 

NaUonal  Bank  of  Wash- 
ington. 

Merchants-Mechanics  Na- 
Uonal Bank. 

Fanners  A  Mechanics  Na- 
tional Bank. 

Montgomery  County  Na- 
UoiuJBank. 


First  National  Bank. 
....do 


Peoples  NaUonal  Bank.. 


do 

Farmers    and    Merchants 
National  Bank. 

Edisto  National  Bank 

Central  NaUonal  Bank 


Citisens  National  Bank . . . 

Fhvt  National  Bank 

Jefferson  National  Bank.. 

National  Bank  of 

Peoples  National  Bank... 


Trustee,  executor,  administrator,  and  registrar  of  stores 
and  bonds. 
Do. 


Do. 
Do. 
Trustee,  executor,  and  administrator. 


Trustee. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 
Do. 

Do. 
Do. 

Do. 
Do. 
Do. 
Do. 
Trustee,  executor,  and  administrator. 
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City  or  town. 


Name  of  bank. 


Powers  granted. 


Virginia— Contd. 
Clifton  Forge.. 


Covington 

Do 

Danville 

ICartinsville.... 
Newport  News. 

Norfolk 

Petersburg 

Richmond 


Do 

Roanoke 

Do 

South  Boston . 


Staunton.... 
Warrenton.. 
Winchester. 


West  Virghiia: 
Clarksburg. . . 

Fairview 

Orafton 

Madison 

Parkersburg.. 


Clifton     Forge     Natkmal 
Bank. 

Citiiens  National  Bank 

Covington  National  Bank. . 

National  Bank  of 

Peoples  National  Bank 

First  National  Bank 

National  Bank  of  Commerce 
Virginia  Natkmal  Bank.... 
American  National  Bank . . 

Merchants  National  Bank. . 
American  National  Bank . . 
National  Exchange  Bank .. 
Planters    and    Merchants' 

National  Bank. 
National  Valley  Bank. /. . . . 
Fauquier  National  Bank. . . 
Shenandoah  Valley  National 

Bank. 


Empire  Natk>nal  Bank.. 
First  National  Bank.... 

....do 

Madison  National  Bank. 
Parkersburg  National  Bank 


Trustee,  ezecutor,  administrator,  and  registrar  of  stoeb 
and  bonds. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Trustee,  exeontor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 

Do. 

Do. 

Do. 
Do. 
Do. 


Do. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 


District  No.  6. 


Alabama: 
Anniston. 


Birmingham. 

Ftorence 

Gadsden 

Mobile 


Do 

Montgomery. 
Piedmont.... 
Tuskaloosa... 


Florida: 

Bradentown . 

Jacksonville.. 
Georgia: 

Colquitt 

Fitzgerald.... 


.  LaGrange. 
Quitman.. 
Savannah. 


Louisiana: 

Lake  Charles.. 


Mississippi: 

Biloxi 

Meridian.. 

Tennessee: 
Harrlman. 


Knoxrille.... 
McMlnnville. 
Nasnville.... 


Do. 
Do. 


First  National  Bank 

Bessemer  National  Bank., 

First  National  Bank 

....do 

....do 

do 


National  City  Bank. . 
First  National  Bank. 

....do 

.-..do 


.do. 


Bamett  National  Bank. . . 

Colunltt  National  Bank . . . 
Exchango  National  Bank . 

LaGrange  National  Bank . 

First  National  Bank 

Merchants  National  Bank. 


Calcasiea  Natkmal  Bank  of 
8.  W.  Louisiana. 


First  Natkmal  Bank. 
First  National  Bank. 


Manufacturers  National 
Bank. 

City  National  Bank 

Peoples  National  Bank 

Broadway  National  Bank.. 

Fourth-First  National  Bank 
Tennessee  Hermitage  Na- 
tional Bank. 


Trustee,  executor,  administrator,  and  registrar  of  stoeb 
and  bonds. 
Do. 
Do. 
Do. 
Trustee,  executor,  and  admbiistrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 
Trustee  and  recistrar  of  stocks  and  bonds. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 
Do. 

Trustee. 

Trustee,  executor,  administrator,  and  registrar  of  stores 

and  bonds. 
Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  admhiistrator,  and  registrar  of  .^^^s 

and  bonds. 

Do. 


Do. 
Do. 

Do. 

Trustee  for  bond  Issne  by  Fidelity  Tmst  Co. 
Trustee,  executor,  and  administrator.  . 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 
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City  or  town. 


nUnois: 

B«lvidere. 


Bloomingtoo. 

Gaaey 

Chicago 

Decatur.. 


Preeport. 
JdiefT... 


JoUei 

Macomb... 

llarseUtos.. 

Mattoon... 

Moweaqim. 

Rockford... 


Do. 


Andersoo.. 
Batesville.. 

BrazU 

Do 

Brookville. 


Do 

Dyer 

FrankUn 

Oreencastle... 
Kokomo 


Do... 
La  Porte, 
liberty.. 


Tx)gan8port. 


ICtrion 

Do 

lachiganCitv. 
Richmond .  .*. . 

Do 

Rochester 

BoctrviUe 

RashYille 


Do , 

RnssiaviUe. . 
Sheridan.... 


Do 

Sooth  Bend. 

Tipton 

Valparaiso.. 
Wabash..... 


WhJteland. 
Wlll±isaa., 
va: 
Boootf 


Cedar  Rapids . 
Do........ 


Clarence 

Clinton 

Coon  Rapids.. 
Council  Bloib 

Dee  Moines... 

Fonda 

Hmnboldt 

Independence. 

lodianola 

LeMars 

Marengo 

Montexmna... 

Odebolt 

Oskalooea 

Peterson 


Sibley 

Sioux  Rapids. 


Name  of  bank. 


Second  National  Bank . 


State  National  Bank 

First  National  Bank 

National  nty  Bank 

MiUiken  Nadonal  Bank.. 

First  National  Bank 

do 

Union  National  Bank .... 

First  National  Bank 

National  Bank  of 

First  National  Bank 

Rookford  National  Bank. 

Third  National  Bank 


Peoples  State  National 

First  National  Bank 

do 

RiddeU  National  Bank 

Franklin  County  National 

Bank. 
National  Brookvllle  Bank. . 

First  National  Bank 

FrankUn  National  Bank. . . 

First  National  Bank 

aOaens  National  Bank. . . . 

IToward  National  Bank . . . . 

First  National  Bank 

Union    Coonty    National 

Bank. 
First  National  Bank 


.do. 


Marion  National  Bank 

Merchants  National  Bank. . 

First  National  Bank 

Second  National  Bank 

Fir^Jt  National  lUmk 

Rockville  National  Bank . . . 
Riish     County     National 

Bank. 
RiishvUle  National  Bank . . . 

First  National  Bank 

Farmers  National  Bank. . . 


First  National  Bank , 

do 

Citizens  National  Bank. . . . 
Farmers  National  Bank. . . . 
Farmen  A  Merchants  Na- 
tional Bank. 
Whiteland  National  Bank . 
Farmen  National  Bank. .. . 


First  National  Bank 

Merchants  National  Bank. . 
Cedar   Rapids   National 

Bank...:. 

First  National  Bank 

City  National  Bank 

First  National  Bank 

aty  National  Bank 


Des  Moines  National  Bank. 

First  National  Bank 

....do 

....do 

....do 

....do 

....do 


.do. 
.do. 


Oskalooea  National  Bank . 
First  National  Bank 


.do. 
.do. 


Powers  granted. 


Trustee,  executor,  adrainlxtrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 

Da 

Do. 

Do. 

Do. 

Do. 

Do. 
Trustee, executor,  and  administrator. 

Do. 
Trustee,  ezeoutcr,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 
Do. 
Do. 
Do. 
Do. 

Do. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 
Tru.stee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar  of  stooka 
and  bonds. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 

Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrat  of  stocks 
and  bonds. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 

Do. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 

Do. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
Trustee,  executor,  and  administrator. 

Do. 
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i'ity  or  town. 


Iowa— Contfanied . 
Stanton 


Story  Cfty. 

Waterioo... 

Do 


WebrterClty. 
Michigan: 

Battle  Creek.. 

BayOtv 

Boyne  City 

Grand  Rapids  . 
Petoakey 


Port  Huron. 


Rodieflter 

Saginaw 

St.  Clair  Hts.. 
Traverse  City. 
Wisconsin: 

Beaver  Dam . . 


JanesviDe.. 

Monroe 

Waokesha. 


Name  of  bank. 


First  National  Bank, 
.do. 


Commercial  National  Bank. 
Leavitt-Johnson   National 

Bank. 
Farmers  National  Bank 


Old  National  Bank.. 
First. NaUonal  Bank. 

do 

Old  National  Bank.. 
Flnt  National  Bank. 


First  National 
Bank. 

First  National  Bank 

Second  National  Bank. .. 
Midiijotn  National  Bank. 
FirstNational  Bank 


Old  National  Bank. 


First  National  Bank 

do 

National  Exdiange  Bank . 


Powers  granted. 


Trustee,  eseeotor,  administMtor,  and  regirtiar  dstocta 
andboDdi. 
Do. 
Do. 
Do. 

Do. 

Da 

Do. 
Trustee,  executor,  and  admfnirtrator. 
Trustee  and  reglB&ar  of  stocks  and  bonds. 
Trustee,  exeenior,  administrator,  and  registrar  cfstaki 
and  bonds. 

Do. 

Do. 
Da 
Da 
Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrsr  cfstocb 
and  bonds. 
Da 
Da 
Da 


DiSTBICT  No.  8. 


nUnois: 

Anna 

JadcsonvlUe... 

Nckomis 

Pittsfield 

Indiana: 

Bedford 

Evans  ville 

Do 

Mount  Vernon 
TeUCity 

Kentucky: 

EUxabethtown 

Glaseow 

Henderson 

HopkinsviUe. . 

Leronon 

Do 

Morganfleld... 

Missouri- 
Columbia 

Do 

St.  Louis 

Sedalla 

VersaOks 

Tennessee: 

Memphis 


First  National  Bank. 


Ayers  National  Bank 

Nokomis  National  Bank . 
First  National  Bank 


Bedford  National  Bank. 
City  National  Bank 


Old  State  Natkmal  Bank.. 

First  National  Bank 

dtiasDs  National  Bank. . . 

First  HimUn  National  Bank 
Farmers  National  Bank. . . 
Henderson  National  Bank 

First  National  Bank 

Citizens  National  Bank. . . 

Marion  National  Bank 

Morganfleld  National  Bank, 

Boone    County    National 

Bank. 
Exchange  National  Bank. . . 
Merchants-LadedeNational 

Bank. 

Citixens  National  Bank 

First  National  Bank 


Central  State  National  Bonk 


Trustee,  executor,  administrator,  and  registrar  ofstocks 
and  bonds. 
Da 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  admlnlstzator,  and  lagirtiar  of  itodis 
and  bonds. 
Do. 
Da 
Da 

Da 
Do. 
Do. 
Da 
Do. 
Da 
Do. 

Do. 

Do. 
Da 


Do. 
Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 


District  No.  9. 


Michigan: 

Negannee 

Montana: 

Groat  Falls 

North  Dakota: 
EUendale 

South  Dakota: 

Aberdeen 

Colman 

Negaunee  National  Bank. . . 
Great  FaUs  National  Bank. 

First  National  Bank 

Aberdeen  National  Bank... 
FiiBt  National  Bank 

Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar  of  stock* 
and  bonds. 

Do. 

Do. 
Da 
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City  or  town. 


flpotta  Dakota— Con 

Flandnaa 

Lake  Preston... 


Sioux  Falls. 

Spearfish 

Webstar 

Wfcoonsin: 
Appleton... 


Ashbnd 

CUntonviUe. 
Neenah 


Oshkosh. 
Do... 


Name  of  bank. 


First  National  Bank. 
....do 


Security  National  Bank. . . 
American  National  Bank. . 
First  National  Bank 


Commercial  National  Bank. 

Ashland  National  Bank. . . . 

First  Natk>nal  Bank 

National  Manufacturers 

Bank.. 
City  National  Bank 


Commercial  National  Bank. 


Powers  granted. 


Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 
Trustee,  executor,  and  administrator. 

Do. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 

Do. 

Do. 
Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 


District  No.  10. 


Cidorado: 

Canon  City 

Colorado 
Spi^gs. 

Denver , 

Do 

Do 

Do 

Eagle 

Fort  Morgan.. 
Greeley 

Do. 

Do 


Idaho  Springs. 

Trinidad- 

Kansas: 

Anthony 


Ooodland... 
Horton. ..... 

Butchinson. 
JeweUCity.. 
Otuwa 


Sabetha 

Missouri: 

Carthage 

Kansas  aty. 


Do. 


Keonho 

St.  Joseph.. 


Do. 


Keteaska: 

Butte 

Decatur.... 

Lyons 

VhoL 

Oklahoma: 

Muskogee.. 

Tulsa 

^  Woodward. 
Wyoming: 

Cheyenne.. 

ETanston.. 
Kemmerer. 


Rawlins.. 


Fremont  County  National 

Bank. 
Exchange  National  Bank. . . 

First  National  Bank 

Cok>rado  National  Bank. . . 

Denver  National  Bank 

First  National  Bank 

U.  S.  National  Bank 

First   National    Bank   of 
Eagle  County. 

First  I^ational  Bank 

do 

Greeley  National  Bank 

Union  National  Bank 


First  National  Bank. 
....do 


-do. 


Fanners  National  Bank. 
First  National  Bank.... 

....do 

do 

Peoples  National  Bank.. 


National  Bank  of  Sabetha. 


Central  National  Bank. . . . 
Drovers  National  Bank. . . 


New    England    National 
Bank. 

First  National  Bank 

Bumes  National  Bank 


Tootle  -  Lemon 
Bank. 


National 


Trustee,  executor,  administrator,  and  registrar  of  shocks 

and  bonds. 
Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 
Do. 
Do. 
Do. 
Do. 

Do. 
Do. 
Trustee,  executor,  and  administrator. 
.  I  Trustee,  executor,  administrator,  and  registrar  of  stocks 

and  bonds. 
.1         Do. 
.J  Trustee,  executor,  and  administrator. 

.  >  Trustee,  executor,  administrator,  and  registrar  of  stocks 
,     and  bonds. 

Do. 
.;         Do. 
.1         Do. 
Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  st  ocks 
and  bonds. 
Do. 

Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stocks 
and  bonds. 
Do. 

Trustee,  executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registrar  of  stoclcs 
and  bonds. 
Do. 


First  National  Bank. 

....do 

....do 

....do 


.do. 
.do. 
.do. 

-do. 


.do. 
.do. 


Rawlins  National  Bank.. 


Trustee,  executor,  and  administrator. 

Do. 

Do. 
Executor  and  administrator. 

Trustee,  executor,  and  administrator. 

Trustee,  executor,  and  registrar  of  stocks  and  bonds. 

Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar  nf  si  ocks 

and  bonds. 
Trustee,  executor,  and  administrator. 
Tnistee,  executor,  administrator,  and  rei;L<trar  of  .stocks 

and  bonds. 
Trustee,  executor,  and  administrator. 
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District  No.  11. 


city  or  town. 


Name  of  bank. 


PowwB  granted. 


Arixona: 
Tucson.. 


Louisiana: 

Shreveport 

New  Mexico: 

Albuquerque.. 
Texas: 

Abilene 

Austin 

Beaumont  — 


Bonham.. 
Colorado.. 

Corsloana. 

Dallas 

Do.... 


Fort  Worth.. 
Do 


Galveston. . 

Granger 

Greenville.. 

McKinney. 

Marshall... 

Do 


Mexia 

Port  Arthur.. 
San  Angelo... 

DoT. 

Sealy 

Stanton 

Troup., 
-yler. 


Tyler — 
Victoria.. 


Consolidated  National., 


First  National  Bank.. 
State  National  Bank. 


Citizens  National  Bank. . . 
American  National  Bank. 
First  National  Bank 


....do 

City  National  Bank 

Corsicana  National  Bank.. . 

Citv  National  Bank 

National   Bank   of  Com- 
merce. 

First  National  Bank 

Stockyards  National  Bank. 


First  National  Bank 

do 

QreenviUe    National    Ex- 
change Bank. 

First  National  Bank 

do 

MarshaU  National  Bank.... 


First  National  Bank 

do 

Central  National  Bank. . 

First  National  Bank 

Sealy  National  Bank 

First  National  Bank 

do 

Citizens  National  Bank. 
Victoria  National  Bank. 


Trustee ,  executor,  administrator,  and  registno*  of  stoda 
and  bonds. 

Do. 

Do. 

Trustee  and  executor. 

Trustee,  executor,  and  administrator. 

Trustee,  executor,  administrator,  and  registrar oTstoAs 

and  bonds. 
Trustee, executor,  and  administrator. 
Trustee,  executor,  administrator,  and  registnr  ofsto^ 
and  bonds. 

Do. 

Do. 

Do. 

Trustee,  executor,  and  registrar  of  stocks  and  boods. 
Trustee ,  executor ,  administrator,  and  registrar  of  stoeb 
and  bonds.  * 

Do. 
Trustee  and  executor. 

Trustee,   executor,   administrator,   and   registiv  o( 
stocks  and  bonds. 
Do. 
Trustee,  executor,  and  administrator. 
Trustee,   executor,   administrator,   and    registzv  o( 
stocks  and  bonds. 
Do. 
Do. 
Do. 
Do. 
Do. 
Trustee,  executor,  and  administrator. 
Trustee. 

Trustee,  executor,  and  administrator. 
Trustee,  executor,   administrator, 
stocks  and  bonds. 


and   registrar  of 


DiSTBICT  No.  12. 


California: 
Calexico... 
FuUerton. 


Los  Angeles — 
Mountain  View 

Oakland 

Orland 

Pleasanton 

Sacramento 

San  Francisco. . 
Do 


Visalla 

Wilmington.. 
Nevada: 

Tonopah 


Oregon: 

Ashland.. 
Corvallis. 


Eugene 

Harrisbuig 

Junction  City. 
Mflton 


Ontario 

Pendleton.. 


Do 

Portland 

Utah: 

Salt  Lake  City 


First  National  Bank 

Farmers  &  Merchants  Na- 
tional Bank. 

Continental  NationalBank. 

First  National  Bank 

Central  National  Bank 

First  National  Bank 

do 

Capital  National  Bank 

American  National  Bank.. 

Bank  of  Callfomia,National 
As.«ociation. 

First  National  Bank 

do : 


Registrar  of  stocks  and  bonds. 
Do. 

Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Trustee, 


Nevada     First     National 
Bank. 


First  National  Bank. 
do 


.do. 
.do. 
.do. 
.do. 

.do. 


American  National  Bank . 


First  National  Bank. 
....do 


Deseret  National  Bank., 


ustee,   executor,   administrator,   and   registrsr  ef 
stocks  and  bonds  (limited  to  registrar  in  Califomis). 


Registrar  of  stocks  and  bonds. 
Do. 

Do. 


Trustee. 

Trustee,   executor,   administrator,   and   regl^'trv  o( 
stocks  and  bonds. 
Do. 
Trustee,*  executor,  and  administrator. 

Do.  , 

Trustee,   executor,   administrator,   and   registrsr  oi 
stocks  and  bonds. 
Executor  and  admini.<<trator. 
Trustee,   executor,   administrator,   and   registrsr  or 
stocks  and  bonds. 
Do. 
Do. 

Trustee,   executor,   administrator,   and   registrsr  o( 
stocks  and  bonds. 
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Ctty  or  town. 


Name  of  bank. 


Powars  granted. 


WashlDgton: 

B«lliiigham . . . . 

Ellensbtii^ 

Moant  VemoD 
Seattle 


I>o 

I>o 

Vanoooyer  — 
Walla  Walla.. 


BeUingham  National  Bank . 

Washington  National  Bank 

Flrat  Natiooal  Bank 

do 

Nati6nal  Bank  of  Commeroe 

Seattle  National  Bank 

Vaocoaver  National  Bank 
First  National  Bank 


Trustee,   executor,   administrator,    and   registrar   of 

stocks  and  bonds. 
Trustee,  executor,  and  administrator. 

Da 
Trustee,   executor,    administrator,    and    registrar   of 
stocks  and  bonds. 

Do. 

Do. 

Do. 

Do. 
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Salaries  of  officers  and  employees  of  Federal  Reserve  Banks. 

FEDERAL  RESERVE  BANK  OF  BOSTON. 


Nnxnber  of  offi- 
cers and 
employees. 


I 


1915 


1016 


Sabrifls. 


1915 


1916 


Chairman  and  Federal  Reserve  agent. 
Governor. 


Other  oflicers 

Banking  department 

Bookkeepixig  department 

Transit  department , 

Federal  Reserve  Agents'  department.. 
General , 


1  1110,000 


15,000 
8,500 
6,100 
8,100 
2,100 

8,580 


Total. 


20 


71    50,880 


110,000 
20,000 
10, 900 
15,200 
11,309 

3^680 
10,» 


106»9« 


FEDERAL  RESERVE  BANK  OF  NEW  YORK. 


Chairman  and  Federal  Reserve  agent. 

Governor^ 

Deputy  jeovemor  « 

Other  officers 

Banking  department 

Bookkeeping  department 

Tranfdt  department 

Federal  Reserve  Agents'  department.. 
General 


Total. 


73 


116,000 
30,000 


173 


32,800 
60,588 
4,020 
6,430 


5,540 


165,978 


$16,000 
15,000 
20,000 
42,000 
97,558 
10,700 
86,480 


8,400 


2l6»19t 


FEDERAL  RESERVE  BANK  OF  PHILADELPHIA. 


FEDERAL  RESERVE  BANK  OF  CLEVELAND. 


Chairman  and  Federal  Reserve  agent 

Governor 

Other  officers , 

Banking  department 

Bookkeeping  department 

Transit  department 

Federal  Reserve  Agents'  department. 
General 

Total 


1 

1 

1 
8 

? 

10 

810,000 
18,000 
7,000 
16,900 
5,160 
1080 
3  500 
6,900 

$] 

i         1 

2 

2 

] 

9 
4 
2 
2 
10 

] 

s 

31 

66 

68,540 

93,730 

182 


1  On  leave  of  absence. 


*  Acting  governor. 
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Salaries  of  officers  and  employees  of  Federal  Reserve  Banks — Continued. 
FEDERAL  RESERVE  BANK  OP  RICHMOND. 


Number  of  offi- 

oeraand 

employees. 


1916        1916 


Salaries. 


1915        1916 


Chatnnan  and  Federal  Reserve  agent 

Oovemor 

Other  oiBoers 

RttkUiig  department 

Btt^keepiiig  department 

Transit  department 

Federal  Reserve  Agents'  department. 
General 

Total 


30 


$10,000 
10,000 
6,978 
12,742 
4,748 
2,278 
946 
6,439 


63,130 


S10,000 
12,000 
9,428 
13,956 
5,520 
11,509 
916 
8,819 


72,238 


FEDERAL  RESERVE  BANK  OF  ATLANTA. 


Chairman  and  Federal  Reserve  agent 

Governor 

Other  officers 

Banking  department 

Bcokke^rfng  department 

Transit  department 

Federal  Reserve  Agents'  department. 
Geoeial 

Total 


41 


66 


S7,600 
9,000 
18,100 
23,928 
3,600 
1,260 
8,200 
8,180 


64,768 


19,000 
9,000 

12  0fi0 

21,828 
5,100 

15,900 
4,380 
4,080 


81,348 


FEDERAL  RESERVE  BANK  OF  CHICAGO. 


Cbainiianand  Federal  Reserve  agent 

Oovemor 

Other  officers 

Banking  department 

Bookkeeping  department 

Traniit  department 

Federal  Reserve  Agents'  department. 
Oeneial VT. 

Total 


1 

1 

1 

1 

2 

3 

18 

88 

4 

9 

9 

40 

2 

2 

13 

21 

110 


110,000 

"20,000 

14,000 

21,426 

4,100 

I' 22 
7,200 

11,134 


96,660 


$10,000 
20,000 
17,500 
81,880 

8,700 
30,240 

7,800 
20,986 


147,106 


FEDERAL  RESERVE  BANK  OF  ST.  LOUIS. 


Cbafrman  and  Federal  Reserve  agent 

Goveiiiar. 

Other  offleers 

Banking  department 

Bookkeeirfng  department 

Transit  department 

Federal  Reserve  Agents'  department. 
General 

Total 


810,000 
10,000 
18,600 
12,820 
6,200 
9,660 
6,900 
2,820 


80,900 


810,000 

20,000 

13,600 

17,180 

6,200 

16,140 

5,900 

2,820 


91,800 


FEDERAL  RESERVE  BANK  OF  MINNEAPOLIS. 


Chatnnan  and  Federal  Reserve  agent 

Go?eniQr 

Othtfoffieen 

BaaUng  department 

Bookkeening  department 

JwMlt  department 

Federal  Reserve  Agents'  department 

Total 


87,600 
15,000 
4,600 
8,720 
1,680 
2,000 
8,020 


47,420 


19,000 
15,000 

6,600 
11,440 

5,640 
18,020 


72,430 
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Salaries  of  officers  and  employees  of  Federal  Reserve  Banks — Continued. 

FEDERAL  RESERVE  BANK  OF  KANSAS  CITY. 


Number  of  offi- 
cers and 
employees. 


1915        1916 


1915 


1916 


Chairman  and  Federal  Reserve  agent . 
Qov  emor. 


Other  otncers 

Bookkeeping  department 

Transit  department 

Federal  Reserve  Agents'  department.. 
General 


Total. 


40 


17,900 
7,800 
6,000 
6,U0 

10,  MO 

4,  on 

13,460 


52 


65,610 


17,  »l 
10,000 

4,90 
18,460 


72, 4» 


FEDERAL  RESERVE  BANK  OF  DALLAS. 


Chairman  and  Federal  Reserve  agent 

Governor 

Other  officers 

Banking  department 

Bookkeeping  department 

Transit  department 

Federal  Reserve  Agents'  department. 
General 

Total 


31 


1 

1 

3 

11 

13 

5 

2 

27 

3 

2 

10 

12 

r,5oo 

10,000 
11,000 
17,140 

i,e» 

2,100 
7,400 
9,060 


66,820 


19,01 
10,  OW 
15,000 

17,7a 

5,100 
29,70 

3,700 
11,080 


9,000 


FEDERAL  RESERVE  BANK  OF  SAN  FRANCISCO. 


Chairman  and  Federal  Reserve  agent 

Governor 

Other  officers 

Banking  department 

Bookkeeping  department 

Transi  t  department 

Federal  Reserve  Agents'  department. 
General 

Total 


22 


63 


113,000 
'15,000 
12,600 
7,020 
2,530 
780 
7,000 
7,200 


64,130 


313,000 
15.000 
14,600 
9,310 
40 
17,01 
1,6» 
17,310 


91,010 


Salaries  of  Officbrs  and  Employees  of  the  Federal  Reserve  Board  as  of 

Dec.  31, 1916. 


OFFICE  OF  THE  SECRETARY. 

H.  Parker  WilliB,  secretary $9,000 

Sherman  Allen,  aasistant  secretary  and  fiscal  agent 6, 000 

Staff: 

3  at  11,800 5,400 

4  at  11,200 4, 800 

3  at  11,080 3,240 

1  at  I960 960 

1  at  1780 780 

1  at  $720 720 

1  at  $120 ! 120 


$31,020 


OFFICES  OF  MEMBERS  OF  THE   BOARD. 

Staff: 

1  at  $3.000 3,000 

6  at  $2,500 ; 12, 500 

5  at  $1,200 6,000 


21,500 
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OFFICE  OF  COUNSEL. 

Milton  C.  Elliott,  couiwel |9, 000 

J.  P.  Cotton,  consulting  counsel 5, 000 

8t&£E: 

1  at  $4,500 4,500 

1  at  $3,300 3,300 

1  at  $1,800 1, 800 

1  at  $1,200 1,200 

$24,800 

DIVISION  OF  AUDIT  AND  EXAMINATION. 

Joseph  A.  Brodeiick,  chief  of  division *6, 000 

i  at  $3,600 3, 600 

1  at  $2,500 2,500 

1  at  $1,800 1, 800 

2  at  $1,080 2, 160 

16,060 

DIVISION  OF  REPORTS  AND  STATISTICS. 

Morris  Jacobeon,  chief  of  division 3, 600 

Stafif: 

1  at  $1,800 1, 800 

3  at  $1,200 3, 600 

2  at  $1,080 2,160 

11,160 

DIVISION  OF  ISSUE. 

W.  E.  Buell,  chief  of  division 2, 500 

Staff: 

1  at  $1,800..-: 1,800 

1  at  $1,080 1,080 

2  at  $840 1,680 

1  at  $720 720 

7,780 

MESSENGERS. 

1  at  1780 780 

5  at  $720 3,600 

4,380 

CHARWOMEN. 

3  at  $240 720 

720 

Total 117,420 


Salaries  of  National  Bank  Examiners  Effecttvb  in  the  Year  Ending 

Dec  31,  1916. 

Stephen  L.  Newnham,  supervising  examiner,  not  assigned  to  any 
FWeral  Reserve  District 1 .    $4, 200 

DISTRICT  no.   1 — ^BOSTON. 

(397  national  member  banks.) 

J.  D.  Brennan  chief  examiner $8, 000 

1  examiner,  at  $3,600;  3  examiners,  at  $3,300;  1  examiner,  at  $3,000; 

1  examiner,  at  $2,400 18, 900 

26,900 
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DISTRICT  NO.  2 — NEW  TORE. 

(620  national  member  banks:) 

Charles  F.  Richmond,  acting  chief  examiner (*) 

1  examiner,  at  $5,000;  2  examiners,  at  $4,200;  I  examiner,  at  $3,600; 

2  examiners,  at  $3,000;  3  examiners,  at  $2,400 $30, 200 

$45.a» 

DISTRICT  NO.   3 — PHILADSLPHIA . 

(632  national  member  banks.) 

E.  I.  Johnson,  f  hief  examiner 8, 000 

1  examiner,  at  $4,500;  1  examiner,  at  $3,600;  1  examiner,  at  $3,300; 

2  examiners,  at  $3,000;  3  examiners,  at  $2,400 24, 600 

DISTRICT  NO.  4— CLEVELAND. 

(753  national  member  banks.) 

Silas  H.  L.  Cooper,  chief  examiner 8, 000 

1  examiner,  at  $5,000;  1  examiner,  at  $4,200;  2  examiners,  at  $3,900; 

3  examiners,  at  $3,600;  1  examiner,  at  $3,000;  1  examiner,  at  $2,700; 

1  examiner,  at  $2,400 35, 900 

43,900 

DISTRICT  NO.  5 — RICHMOND. 

(514  national  member  banks.) 

Thomas  P.  Howard,  chief  examiner 6, 500 

1  examiner,  at  $6,000;  2  examiners,  at  $3,300;  2  examiners,  at  $3,000; 

2  examiners,  at  $2,700;  3  examiners,  at  $2,400 31, 200 

. 37,700 

DISTRICT  NO.  « — ^ATLANTA. 

(383  national  member  banks.) 

James  K.  Doug^ton.  chief  examiner 6, 000 

1  examiner,  at  $3,600;  3  examiners,  at  $3,000;  1  examiner,  at  $2,700. .    15, 300 

21,300 

DISTRICT  NO.  7 — CHICAOO. 

(984  national  member  banks.) 

Shenill  Smith,  chief  examiner 12,000 

1  examiner,  at  $5,000;  1  examiner,  at  $4,200;  2  examiners,  at  $3,600; 

3  examiners,  at  $3,300;  5  examiners,  at  $3,000;  4  examiners,  at 
$2,400 50,900 

62,000 

DISTRICT  NO.   8 — ST.  LOUIS. 

(468  national  member  banks.) 

Joseph  M.  Logan  (acting  chief  examiner) 7,500 

1  examiner,  at  $4,200;  3  examiners,  at  $3,60Q;  2  examiners,  at  $3,000; 

2  examiners,  at  $2,400 25,800 

: 33,300 

DISTRICT  NO.  9 — ^MINNEAPOLIS. 

(758  national  member  banks.) 

Peter  M.  Kerst,  chief  examiner 8, 000 

1  examiner,  at  $4,200;  3  examiners,  at  $3,600;  2  examiners,  at  $3,000; 
2  examiners,  at  $2,700;  1  examiner,  at  $2,400 28, 800 

36,800 

>  The  salary  of  the  chief  examiner  has  heretofore  heen  $15,000  a  year,  but  the  salary  of  the  preaeQt  ineom- 
hent  of  the  offloe,  Charles  Starek.  has  been  suspended  since  Nov.  15, 1916,  pending  the  aoleraon  of  his  n^ 
oessor.  Acting  Chief  Examiner  Richmond,  the  Chief  of  the  Examining  DivkioQorthe  Comptroller^  Ofln^ 
•  now  temporarily  in  charee  of  the  New  York  offloe. 

s  One  examiner  (salary  ^,700)  whose  resignation  took  effect  Dee.  81,  IMe,  omitted  from  Ust. 
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DISTRICT   NO.  10 — KANSAS   CITY. 

(938  national  member  banks.) 

Jay  D.  Rising,  chief  examiner |C,  000 

1  examiner,  at  $4,200;  2  examiners,  at  $3,G00;  1  examiner,  at  $3,300; 
1  examiner,  at  $3,000;  4  examiners,  at  $2,700;  5  examiners,  at 

$2,400 40,500 

$46,500 

DISTRICT   NO.  11 — DALLAS. 

(G09  national  member  banks.) 

John  C.  Chidsey,  chief  examiner 0,000 

1  examiner,  at  $4,200;  2  examiners,  at  $3,600;  3  examiners,  at  $3,000; 

1  examiner,  at  $2,700.  /. 23, 100 

29,100 

DISTRICT  NO.  12 — SAN   FRANCISCO. 

(521  national  member  banks.) 

Claud  €ratcb,  chief  examiner 8, 500 

1  examiner,  at  $6,000;  3  examiners,  at  $4,200;  1  examiner,  at  $3,900; 

2  examiners,  at  $2,700;  2  examiners,  at  $2,400. 32,700 

41,200 

Total 461,600 

RECAPITULATION. 

Examining  staff: 

Chief  examiners — 

At  $15,000  per  annum 

At  $12,000  per  annum 

At  $8,500  per  annum 

At  $8,000  per  annum 

At  $7,500  per  annum 

At  $6,500  per  annum 

At  $6,000  pfer  annum 3 

Total  chief  examiners 12 

Salaries,  chief  examiners 99, 500 

Other  examiners — 

At  $6,000  per  annum 2 

At  $5,000  per  annum 3          ' 

At  $4,500  per  annum 1 

At  $4,200  per  annum :  ^  12 

At  $3,900  per  annum 3 

At  $3,600  per  annum 19 

At  $3,300  per  annum 10 

At  $3,000  per  annum 24 

At  $2,700  per  annum 13 

At  $2,400  per  annum 25 

Total  other  examiners 112 

Salaries,  other  examiners 362,100 


Total  examining  staff 124 

Total  salaries 461, 600 

1  Acting.  2  Includes  1  supervising  examiner. 

75284^—17 13 
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FEDERAL  RESERVE  BOARD. 


ex  officio  membbbs. 

William  G.  McAdoo, 

Secretary  of  the  Treasury, 

Chairman, 
Ji^tLK  Skelton  Williams, 

Comptroller  of  the  Currency, 


W.  P.  G.  Habding,  Governor. 
Paul  M.  Warburg,  Vice  Governor. 
Frederic  A.  Dbla.no. 
ADOi^pa  0.  Miller. 
Charles  S.  Hamlin. 


H.  Parker  Willis,  Se^etary. 
Sherman  Allen,  Assistant  Secretary  and 
Fiscal  Agent. 


M.  C.  Elliott,  Counsel. 


OFFICERS  AND  DIRECTORS  OF  FEDCStAL  RESERVE  BANKa 

DISTRICT  NO.  1.-  FEDERAL  RESERVE  BANK  OF  BOSTON. 

[Frederic  H.  Curtiss,  chairman  and  Federal  Reserve  Agent.    Walter  S.  Hackney,  deputy  cbairman  and 
deputy  reserve  agent.    Alfred  L.  Aiken,  governor.] 


Class. 

Name. 

Residence. 

Term  expirw. 

T.  P.  Beal 

Boston,  Mass 

Dec.  31,1017 

A 

Thomas  W .  Famsm          

New  Uaven,  Conn 

Dec.  31,1919 

A.M.  Heard 

Manchester,  N.  H 

Boston,  Mass 

Dec.  31.1918 

Chas.  A.  Morss            

Dec.  31,1917 

B     

E.  R.Morse 

Proctor,  V  t 

Dec.  31,1919 

Chas.  O.  Washburn 

Worcester,  Mass 

Dec.  3t,191S 

Fredenc  H.  Curtiss 

npst.nn,  MlMi» 

Dec.  81,1917 

C 

Walter  S .  Tlackney 

Providence,  R.  I 

Dec.  31,1919 

Alien  Hollis 

Concord,  N.  H.. 

Dec.  31,1913 

DISTRICT  NO.  2.— FEDERAL  RESERVE  BANK  OF  NEW  YORK. 

[Pierre  Jay,  chairman  and  Federal  Reserve  Agent.    George  F.  Peabody,  deputy  chairmaa  and  deputy 
reserve  agent.    Benjamin  Strong,  Jr.,  governor.] 


Class. 

Name. 

Resideno*. 

Term  expires. 

William  WoodwBTd 

New  York,  N.Y 

Dec.  31,1919 

A 

R.  H.  Treman 

Ithaca,  N.Y 

Deo.  31,1917 

F.  D.  Locke 

Buffalo,  N.Y 

Dec.  31,1918 

H.  R.  Towne 

New  York,  N.Y 

Deo.  81,1919 

B 

W.  B.  Thompson 

Yonkers,  N.  Y 

Croton-on-Hudson,  N.  Y 

Deo.  31,1917 

L.  R.  Palmer 

Dec  31,1918 

Pierre  Jay 

New  York,  N.  Y .7 

Dec.  31,1919 

C 

(•eorge  F.  Pea  body 

Lake  George,  N.Y 

Dec.  31,1918 

W.  L.  Saunders 

NewYorkrN.  Y 

Dec.  31,1917 

188 
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DISTRICT  NO.  8.— FEDERAL  RESERVE  BANK  OF  PHILADELPHIA. 

[Ridurd  L.  Aastin,  dttirman  and  Federal  Reserve  Agent.    H.  B.  Thompson,  deputy  chajrman  and 
deputy  reserve  agent.    Charles  J.  Rhoads,  govemor.l 


Cfaa. 

Name. 

Residence. 

Term  expires. 

C  J.  Rhoads 

Philadelphia,  Pa 

Dec.  31,1917 

A 

W.  H.  Peck 

Scranton,  Pa 

Dec.  31,1918 

M.J.  Murphy 

Clarks  Green,  Pa 

Dec.  31,1919 

A.  B.  Johnson 

Philadelphia,  Pa 

Do 

B 

E.  8.  Stuart 

do 

Dec.  31,1917 

G.  W.  P.  Gaunt     

MuUica  Hill,  N.  J 

Dec.  31,1*^18 

1 

Richard  L.  Austhi 

Philadelphia,  l»a 

Dec.  31,1917 

C... 

H.  B.  Thorn ps(n     .. 

Wllraingion,  Del 

Doc.  31. 1919 

J.  Davis  Brodhead 

Bethlehem,  Pa. 

Dec.  31,1918 

DISTRICT  NO.  4.— FEDERAL  RESERVE  BANK  OF  CLEVELAND. 

dderal  Reserve, 
reserve  a^sn*. 


p.  C.  Wills,  chairman  and  Federal  Reserve  Agent.    Lyman  H.  Treadway,  deputy  chairman  and  deputy 
^     g^  g^  Fancher,  governor.] 


CtaH. 

Name. 

Residence. 

Term  expires. 

A 

B 

C 

Robert  "Wardroo 

Pittsburgh,  Pa 

Dec.  31.1917 

w.TRowe^.:.::::::::::::::. ::::::::::: 

Cincinnati,  Ohio 

Dec.  31,1919 

South  Charleston,  Ohio 

Doc.  31.1918 

T.  A.  Combs 

Lexington.  Ky 

Dec.  31,1917 

R.  P.  Wrirfit 

Erie7Pa„.... :.:: :.... 

Dec.  31,1919 

Jc^n  St4*ninftu?h 

Youngstown,  Ohio 

Dec.  31,1918 
Dec.  31,1917 

D.C.  Wins 

Bellevue,  Pa 

'  Lvman  H.  Troadwav 

Cleveland,  Ohio 

Dec.  31.1019 

^p!woife.?^!^:::::::::::::::::::::::^ 

Columbus,  Ohio 

Dec.  31,1918 

DISTRICT  NO.  5.— FEDERAL  RESERVE  BANK  OF  RICHMOND. 

fOaMwell  Hardy,  diatrman  and  Federal  Reserve  Agent .    James  A .  Moncure,  deputy  chairman  and  deputy 
reserve  agent.    George  J.  Seay,  govemor.l 


Class. 

Name. 

Residence. 

Term  expires. 

(H.  B.  "Wilcox 

Baltimore,  Md 

Dec.  31,1918 
Dec.  31.191f 

A 

J.  F.  Bniton 

Wilson,  N.  C 

Edwin  Mann 

Bluefieid,  W.  Va 

Doc.  31,1917 

! 

Rdrnund  fltnidwfok , , , 

Richmond,  Va 

Dec.  31,1918 

B ! 

D.  R.  Coker 

Hartsville,  8.  C 

Dec,  81,1917 

1 

J.  F.jOyster 

Washington,  D.  C 

Dec.  31,1919 

1 

Riciimond,  Va 

Do. 

C 

M.  F.  H.  Gouvemeur 

Wilmington,  N.  C 

Dec.  31,1918 

Caldw^n  Hardy 

Norfolk;Va! 

Dec.  31.1917 

DISTRICT  NO.  6.— FEDERAL  RESERVE  BANK  OF  ATLANTA. 

[M.  B.  Wellborn,  chairman  and  Federal  Reserve  Agent.    Edward  T.  Brown,  deputy  chab>man  and  deputy 
reserve  agent.    Joseph  A.  McCord,  governor. J 


A... 

B 

C... 


L.  P.  Hlllyer 

P.W.  Foote 

W.H.Toole 

P.H.Saunders.... 

J.A.  McCrary 

W.H.Hartford... 
M.  B.  Wenbom.... 
Edward  T.  Brown. 
W.H.  Kettig 


Residence. 


Macon,  Ga 

Hattiesburg,  Miss 

Winder.  Ga 

New  Orleans,  La. 

Decatur.  Ga 

Nashville,  Tenn.. 

Anniston,  Ala 

Atlanta,  Ga 

Birmingham,  Ala 


Term  expires. 


Dec.  31,1918 

Doc.  31,1919 

Dec.  31,1917 

Do. 

Dec.  31,1918 

Doc.  31,1919 

Dec.  31,1917 

Dec.  31,1918 

Dec.  31,1919 
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DISTRICT  NO.  6.— NEW  ORLEANS  BRANCH  OF  FEDERAL  RESERVE  BANK  OF  ATLANTA. 

IP.  H.  Saunders,  chairman;  Branch  Bank.    Marcns  Walker,  manager.    W.  D.  Wellborn,  Representativ« 

Federal  Reserve  Agent.] 


A 
B 

C. 


/Frank  Roberts., 
\J.  E.  Bouden.  jr 
/Marcus  Walker . 
tn.  B.  Lightcap. 

P.  H.  Saunders. 

A.  P.  Bush 

Jas.  £.  Zunts... 


I^ake  Charles,  La '  Dec.  31,1917 

New  Orleans,  La Do. 

-do Do. 


Jackson.  Miss 

New  Orleans,  La. . 

Mobile,  Ala 

New  Orleans,  La. . 


Do. 
Do. 
Do. 
Do. 


DISTRICT  NO.  7.— FEDER.VL  RESERVE  BANK  OF  CHICAGO. 

[William  A.  Heath,  chairman  and  Federal  Rcaerve  Agent.    W.  P.  McLallen,  deputy  chau'm.'m  and  deputy 
reserve  agent.    James  B.  McDougal,  govemor.l 


Class. 

Name. 

Residence. 

TermexpotL 

Geo.  M.  Reynolds 

Chicago,  111 

Dee.  31,  ms 
Dec.  31,191$ 

A 

J.  B.  Forgan 

do 

E.  L.  Johnson 

Waterloo,  Iowa 

Dec.  31,1917 
Dec.  31,1919 

John  W.  Blodgett 

Grand  Rapids,  Mich 

B 

M.  B.  Hutchison 

Ottumwa,  Iowa 

Dec.  31,1917 

Dec.  31,1918 

Do. 

A.H.  Vogel 

Milwaukee,  Wis. . 

William  A.  Heath 

E  vanston,  111 

C 

W.  F.  McLallen 

Columbia  City,  Ind  .     . 

Dec  31,1917 
Dec.  81,1919 

E .  T .  Meredl  th 

Des  Moines,  fowa 

DISTRICT  NO.  8.-FEDERAL  RESERVE  BANK  OF  ST.  LOUIS. 
IWilliam  McC.  Martin,  chairman  and  Federal  Reserve  Agent.    Rolla  Wells,  governor.] 


Class. 

Name. 

Residence. 

l^rm  eiptras. 

f  Walker  Hill 

St.  Louis,  Mo 

Dec.  31,1917 

A 

F.O.  Watts 

do 

Dec.  31,191S 

Sam  A.  Ziegler 

Albion,  ni 

Dec.  31,1919 

David  C.  Biggs 

St.  Louis,  Mo 

Dec.  31,191S 

B 

W.B.  Plunkett 

Little  Rock.  Ark 

Dec.  31.1919 

Leroy  Percy 

Greenville,  Miss 

Dec.  31,1917 

W.  McC.  Martin 

St.  Louis,  Mo 

Dec.  3l,191S 

C 

John  W-  Boehne 

£  vans  ville,  Ind 

Dec.  31,1917 

DISTRICT  NO.  9.-FEDERAL  RESERVE  BANK  OF  MINNEAPOLIS. 

[John  H.  Rich,  chairman  and  Federal  Reserve  Agent.    Wm.  H.  LIghtner,  deputy  diairman  and  deputy 
reserve  agent.    Theodore  Wold,  governor.) 


Class. 

Name. 

Residence. 

Termexparei 

fE.  W.  Decker 

\nnTi«^iTv»li«,  Minn 

Dec.  31,1919 

A 

L.  B.  Hanna , 

FargOjN.  Dak 

Deo.  81.1917 

J.  C.  Bassett 

Aberdeen,  8.  Dak 

Dec.  31,1918 

F.  R.  Bigelow 

fit.   Pftiil   Uinn 

Dec.  31,1919 

B 

F.  P.  Hixon 

La  CrossB,  Wis 

Dec.  31,1918 

N.  B.Holter 

Helena,  Mont 

Bee.  31,1917 

John  H.  Rich 

Rftd  Wina  Minn 

Do. 

C 

Wm.  H.  Lightner 

St.,  Paul,  Mfni^ 

Dec.  31,1918 

John  W.  Black 

Houghton,  Mich 

Dec.  3i;i919 
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DISTRICT  NO.  10.— FEDERAL  RESERVE  BANK  OF  KANSAS  CITY. 

[ChSiS.  M.  Sawyer,  cbairman  and  Federal  Reserve  Acent.    F.  W.  Fleming,  deputy  chairman  and  deputy 
reserve  agent.    J.  Z.  Miller,  jr.,  governor.J 


Class. 

Name. 

Residence. 

Term  expires. 

(J.  C.  Mitchell 

Denver,  Colo 

Dec.  31,1918 
Dec.  31,1919 
Dec.  31,1917 
Dec.  31,1919 
Dec.  31,1918 

A 

W.J.  Bailey 

Atchison,  Kans 

C.  E.  Bmnham 

Norfolk,  Nebr 

M.  L.McClure 

Kansas  City,  M** 

B 

T.  C.  Byrne 

Harry  W.  Gibson 

Muskogee,  Okla 

Dec.  31,1917 
Do. 

Oia«.  M.  Rftwyer 

Kansas'  Ci' t y ,  M  o 

C 

F.  W.Fleming 

do 

Dec.  31,1919 
Dec.  31,1918 

R.  H.  Malone 

Denver,  Colo 

DISTRICT  NO.  ll.-FEDERAL  RESERVE  BANK  OF  DALLAS. 

pY.  F.  Ramsey,  chairman  and  Federal  Reserve  Agent.    W.  B.  Newsome,  deputy  chairman  and  deputy 
reserve  agent.    R.  L.  Van  Zandt,  governor  .J 


Class. 


Name. 


Residence. 


Term  expires. 


A 

B 
C. 


J.T.Scott 

E.K.Smith 

B.  A.  McKinney. 
Marion  Sansom... 

Frank  Kell 

J.  J.Calbert8on... 
W.  F.  Ramsey... 
W.  B.  Newsome.. 
a.  O.  Wooten.... 


Houston,  Tex 

Shreveport,  La 

Durant,  Okla 

Fort  Worth,  Tex... 
Wichita  Fans,  Te-x.. 

Paris,  Tex 

Dallas,  Tex 

do 

Abilene,  Tex 


Dec.  31, 1918 
Dec.  31, 1917 
Doc.  31, 1919 

Do. 
Dec.  31, 1918 
Dec.  31, 1917 

Do. 
Dec.  31, 1918 
Doc.  31, 1919 


DISTRICT  NO.  12.— FEDERAL  RESERVE  BANK  OF  SAN  FRANCISCO. 

[John  Peirin,  chairman  and  Federal  Reserve  Agent.    Walton  N.  Moore,  deputy  chairman  and  deputy 
reserve  agent.    Archibald  Kains,  governor.] 


Class. 

Name. 

Residence. 

Term  expires. 

C.  K.  Mcintosh 

San  Francfeco,  Cal 

Deo.  31, 1919 

A 

J.  K.  Lvnch 

do 

Dec.  31, 1917 

.\Iden  Anderson. 

Sacramento,  Cal 

Dec.  31, 1918 

A.  B.C.  Dotirman 

San  Francisco,  Cal 

Dec.  31, 1917 

B 

J.  A.  McGr^or 

do '. 

Deo.  31, 1918 

E.  H.Cox 

Madera,  Cal 

Dec.  31, 1919 

John  Perrin 

Pasadena,  Cal 

Dec.  31. 1917 

C 

E .  C.  Bradley 

San  Francfeco,  Cal 

Dec.  31, 1919 

Walton  N.  Moore 

do 

Deo.  31, 1918 

FEDERAL  ADVISORY  COUNCIL. 

District  No.  1.— Daniel  G.  Wing,  president  First  National  Bank,  Boston,  Mass. 
District  No.  2.— J.  P.  Morgan,  of  J.  P.  Morgan  &  Co.,  New  York  City. 
District  No.  3. — L.  L.  Rue,  president  Philadelphia  National  Bank,  PMladelphia,  Pa. 
District  No.  4. — W.  S.  Rowe,  president  First  National  Bank,  Cincinnati,  Ohio; 

director  Federal  Reserve  Bank  of  Cleveland. 
District  No.  5. — J.  W.  Norwood,  president  Norwood  National  Bank,  Greenville,  S.  C. 
District  No.  6. — Charles  A.  Lyerly,  president  First  National  Bank,  Chattanooga, 

Tenn. 
District  No.  7.— James  B.  Forgan,  president  First  National  Bank,  Chicago,  111.; 

director  Federal  Reserve  Bank  of  Chicago. 
District  No.  8. — F.  0.  Watts,  president  Third  National  Bank,  St.  Louis,  Mo.; 

director  Federal  Reserve  Bank  of  St.  Louis. 
District  No.  9. — J.  R.  Mitchell,  president  Capital  National  Bank,  St.  Paul,  Minn. 
District  No.  10. — E.  F.  Swinney,  president  First  National  Bank,  Kansas  City,  Mo. 
District  No.  11. — T.  J.  Record,  president  City  National  Bank,  Paris,  Tex. 
District  No.  12. — Herbert  Fleishhacker,  president  Anglo  and  London-Paris  National 
Bank,  San  Francisco,  Cal. 
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GROSSDJEFOSirS 
CASH  RMseRVES 

iMMiLUOHSOFPOLUfKS, 

J9I2   TO  19/ ff. 


f3/a 


SIMTf 
Mk/ffC9 


oUfOwMs 


1313 
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REPORTS  OF  FEDERAL  RESERVE  AGENTS. 

In  accordance  with  a  request  from  the  Federal  Reserve  Board, 
each  Federal  Reserve  Agent  has  submitted  a  report  to  it  concerning 
the  operation  of  the  Federal  Reserve  Bank  of  his  district  for  the  past 
year.  These  reports  are  herewith  presented  as  personal  expressions 
of  the  Federal  Reserve  Agents. 

DISTRICT  NO.  1— BOSTON. 


Frederic  II.  Curtiss,  Chairman  and  Federal  Reserve  Agent. 


Financial  Results  of  Operation. 

Steady  progress  has  been  made  during  the  year  1916  in  broadening 
the  activities  of  the  Federal  Reserve  Bank  of  Boston.  On  Jan- 
uary 1,  1916,  the  bank  became  the  fiscal  agent  of  the  United  States 
Government.  The  first  steps  were  taken  on  April  1  toward  refimding 
United  States  bonds  as  provided  by  the  Federal  Reserve  Act.  The 
general  country-wide  collection  of  checks  for  member  banks  was  - 
undertaken  on  July  15.  These  developments  necessitated  an 
enlargement  of  the  bank's  staff,  clerical  force,  and  accommodation, 
and  brought  an  increase  in  operating  expense.  Their  effect  has  been 
to  bring  the  Federal  Reserve  Bank  in  closer  touch  with  its  member 
banks,  increasing  its  use  by  these  banks,  and  strengthening  its  place 
as  a  factor  in  the  financial  hfe  of  the  district. 

General  activity  in  manufacturing  industries  has  developed  a  large 
increase  in  the  use  of  the  bankers'  acceptance  by  member  banks 
under  the  privilege  given  them  by  the  Federal  Reserve  Act,  and  the 
use  of  the  acceptance  has  been  encouraged  in  every  way  by  the 
Federal  Reserve  Bank  of  Boston.  Bankers'  acceptances  and  munici- 
pal notes  constituted  the  principal  investments  of  the  bank,  especially 
during  the  first  six  months  of  the  year,  but  with  the  inauguration  of 
the  check  collection  system  in  July  and  the  rise  of  money  rates 
member  banks  began  the  rediscounting  of  commercial  paper,  which 
continued  in  fair  volume  throughout  the  remainder  of  the  year  and 
did  much  to  increase  the  earnings  of  the  bank. 

It  will  be  recalled  that  the  operations  of  the  Federal  Reserve  Bank 
of  Boston  up  to  the  end  of  the  year  1915  resulted  in  no  surplus  of 
earnings  over  expenses.  The  surplus  earnings  for  the  year  1916,  on 
the  other  hand,  have  been  such  that  it  has  been  not  only  possible  to 
charge  off  all  expense  of  organization  and  furniture  and  fixtures,  but 
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also  to  allow  for  the  payment  of  a  dividend  of  6  per  cent  to  member 
banks  covering  the  period  from  November  2,  1914,  to  December  31, 
1915,  and,  in  addition,  to  leave  a  surplus  of  '$11,596.^  out  of  actual 
accrued  earnings.     (See  Schedule  1.) 

Additional  transfers  of  reserves  were  made  by  member  banks  in 
accordance  with  the  requirements  of  the  Federal  Reserve  Act  on 
May  15,  1916,  and  on  November  15,  1916.  These  deposits,  together 
with  the  transfer  of  Government  funds  to  the  bank,  account  for  the 
increases  shown  on  the  accompanying  balance  sheet.     (Schedule  2.) 

General  Business  and  Banking  Conditions  in  the  District. 

Tlie  year  has  been  unusual  in  many  respects,  both  in  business  and 
banking.  Industries  in  the  district  have  been  running  at  full  capa- 
city. Low  money  rates  have  prevailed  throughout  the  greater  part 
of  the  year.  During  the  first  few  months,  business  activity  was  due 
largely  to  demand  for  goods  for  foreign  consumption.  As  the  year 
advanced  the  domestic  demand,  principally  from  the  South  and 
West,  increased  and  extended  to  all  fines  of  trade.  This  activity  con- 
tinued throughout  the  year.  The  increasing  cost  of  production,  due 
to  the  high  price  of  raw  materials  and  the  demands  of  labor,  has 
made  the  task  of  the  manufacturer  no  easy  one.  These  problems 
have  been  met  and  with  but  few  exceptions  the  year  has  been 
prosperous  in  aU  lines  of  industry. 

Under  normal  conditions  this  business  situation  would  have 
brought  a  heavy  demand  on  the  banks  for  additional  capital  with 
firm  money  rates.  More  potent  factors,  however,  have  controlled 
the  money  market.  Bank  deposits  have  steadily  increased  through 
the  manufacturer  turning  his  goods  quickly  for  cash.  A  steady  flow 
of  gold  into  the  country  has  provided  for  a  large  credit  expansion. 
Low  money  rates  have  prevailed  in  the  country  and  have  influenced 
rates  in  this  district.  The  rates  at  which  commercial  paper  has  been 
offered  in  this  market  by  note  brokers  have  been  so  low  that  mem- 
ber banks  have  invested  a  large  proportion  of  their  surplus  funds  in 
securities  and  loans  secured  by  collateral,  thereby  obtaining  a  return 
higher  than  the  current  rate  on  commercial  paper.     (See  schedule  3.) 

From  the  middle  of  July  until  the  end  of  the  year,  the  current  rates 
for  money  did  not  reflect  the  condition  of  the  supply  of  money  in 
this  district,  but  were  influenced  by  rates  ruling  in  New  York  and 
Chicago.  The  usual  demand  for  financing  the  movement  of  the  crops 
in  the  south  and  west  prevailed  and  this,  together  with  the  increased 
cost  of  production,  brought  a  heavy  demand  on  the  member  banks, 
particularly  in  manufacturing  centers,  for  accommodation  from  their 
commercial  customers.  The  banks,  however,  were  able  to  take  care 
of  this  demand  and  to  renew  their  depleted  reserves  through  redis* 
coimting  with  the  Federal  Reserve  Banl^. 
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Activities  of  the  Fbdbbal  Reseeve  Bank  Dubino  the  Year, 
discount  operations. 

During  the  first  ^x  monihs  of  the  year,  discount  operations  for 
member  banks  were  more  or  less  desidtory  and  in  limited  volume. 
After  the  general  check  collection  system  had  started  on  July  1 5,  and  as 
the  movement  of  the  different  crops  from  the  south  and  west  began 
to  be  felt  in  this  district,  the  demand  for  rediscounts  became  more 
pronounced.  From  early  in  the  fall  to  the  end  of  the  year  redis* 
counts  were  in  such  volume  that  not  only  did  the  bank  advance  its 
discount  rates  on  December  7,  but  also  reduced  its  open-market 
purchases  of  bankers'  acceptances  and  kept  out  of  the  market  for 
municipal  notes. 

The  am^odment  of  the  Federal  Reserve  Act,  passed  in  September, 
allowing  member  banks  to  borrow  on  short-time  notes  secured  by 
eligible  paper  has  proved  of  advantage,  especially  to  the  out-of-town 
banks.  It  will  be  noticed  by  the  accompanying  schedule  4  that 
rediscounts  for  member  banks  have  increa^^  in  voliune  during  the 
year,  a  larger  number  of  banks  having  availed  themselves  of  that 
privilege.  All  the  member  banks  in  Boston  and  many  of  the  large 
out-of-town  ])anks  have  taken  advantage  of  the  rediscoimt  privilege. 
It  will  be  noticed  from  schedule  4  that  most  of  the  paper  offered  for 
rediscount  has  been  for  short  maturities.  This  has  especially  been 
true  in  the  case  of  the  Boston  banks,  but  several  out-of-town  banks 
have  used  this  8hoi*t-time  discounting  privilege  for  collecting  their 
maturing  notes. 

Schedide  5  shows  the  discount  rates  established  and  maintained  by 
tiiis  bank  throughout  the  year.  It  will  be  noticed  that  these  rates 
continued  constant  until  December  7,  1916,  when,  owing  to  the 
increase  in  volume  of  rediscoimts  and  the  general  strengthening  of 
the  money  market,  the  directors  of  the  bank  decn^d  it  advisable 
that  rates  for  short  maturities  be  increased. 

Incidental  to  the  financing  of  the  cotton  requirements  of  the  New 
England  mills,  the  trade  acceptance  appeared  for  the  first  time  to 
any  extent  in  this  district,  acceptances  being  created  between  the 
cotton  broker  and  the  mill  and  the  mill  and  the  selling  house.  While 
this  bank  has  not  purchased  any  of  these  trade  acceptances  in  the 
open  market,  a  limited  volume  has  been  rediscounted  for  member 
baniss,  as  will  be  seen  by  schedule  6.  Although  the  bank  has  main- 
tained a  rate  for  commodity  paper,  no  notes  of  that  character  have 
been  offered. 

ACCEPTANCE   BUSINESS. 

With  one  small  exception,  the  Federal  Reserve  Bank  of  Boston  has 
not  rediscounted  any  domestic  or  foreign  acceptances  for  its  member 
banks,  all  of  its  holdings  having  been  purchased  in  open  market  from 
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member  banks  or  through  other  Federal  Reserve  Banks  or  brokers. 
The  development  of  the  bankers'  acceptance  in  this  district  dniing 
the  past  year  has  been  second  only  to  that  of  the  New  York  district 
This  bank  has  endeavored  not  only  to  encourage  the  development  of 
these  American  bills  by  establishing  favorable  rates  of  discount,  but, 
in  order  to  encourage  member  banks  to  purchase  these  acceptances 
and  carry  them  in  their  own  portfolios  as  secondary  reserve,  has 
adopted  a  preferential  rate  of  one-fourth  per  cent  on  acceptances 
indorsed  by  member  banks. 

During  the  year  these  bankers'  acceptances,  as  will  be  seen  from 
schedule  7,  have  constituted  the  principal  investment  of  this  bank. 
Especially  was  this  true  during  the  period  when  rediscounts  from 
member  banks  were  small  in  volxmie.  During  the  year  this  bank  has 
purchased  and  distributed  to  other  Federal  Reserve  Banks  a  large 
volume  of  these  acceptances,  as  shown  by  schedule  8.  While,  for  the 
most  part,  the  acceptances  created  in  this  market  have  been  in 
connection  with  foreign  trade,  since  local  industries  call  for  heavy 
importations  of  wool,  hides,  jute,  and  cotton,  there  has  been  a  fair 
volume  of  domestic  acceptances  created  in  connection  with  the 
movement  of  cotton. 

I  In  the  case  of  foreign  bankers'  acceptances,  the  open« market  rate 
established  by  the  board  of  directors  has  been  from  2  per  cent  to 
4  per  cent.  In  the  case  of  domestic  acceptances  this  rate  is  from 
3  per  cent  to  4  per  cent.  The  range  of  rates  at  which  acceptances 
were  purchased  is  shown  in  the  accompanying  schedules  7  and  8. 

UNITED  STATES  BOND  OPERATIONS. 

Inasmuch  as  under  the  provisions  of  section  18  of  the  Federal 
Reserve  Act,  this  bank  could  be  required  to  piu'chase  during  the  year 
a  certain  amount  of  Government  bonds,  the  directors  deemed  it 
inadvisable  to  increase  their  investments  in  those  securities  through 
open-market  purchases. 

}  On  April  1,  through  the  provisions  of  the  above  section,  this  bank 
piu'chased  through  the  Treasurer  of  the  United  States  from  member 
banks,  $2,303,250  of  United  States  2  per  cent  bonds.  In  order  to 
make  up  certain  odd  amounts  the  bank  purchased  from  these  banks 
$28,750  additional  bonds.  Under  the  provisions  of  this  same  sec- 
tion, $2,000,000  of  the  above  United  States  2's  with  circulating 
privileges  were  converted  into  $1,000,000  one-year  3  per  cent  gold 
notes  and  $1,000,000  thirty-year  3  per  cent  bonds.  The  long-term 
bonds  have  been  disposed  of  from  time  to  time  in  the  open  market 
at  prices  varying  from  lOOf  to  101  i,  the  3  per  cent  notes  being  held 
by  the  Federal  Reserve  Bank  for  investment. 
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MUNICIPAL  WABRANTS. 

As  in  the  case  of  the  bankers'  acceptance,  the  municipal  warrants 
formed  a  substantial  part  of  the  investments  of  this  bank  for  the  first 
six  months  of  the  year  when  the  demand  for  rediscounts  from  its 
member  banks  was  limited.  For  the  most  part,  these  notes  were  of 
Massachusetts  cities  and  towns  and  as  the  volume  was  in  excess  of 
the  bank's  own  needs  a  large  portion  of  the  amount  purchased  during 
the  year  was  distributed  to  other  Federal  Reserve  Banks.  The 
volume  of  warrants  purchased  by  this  bank  during  the  year  and  the 
character  of  the  issuing  public  bodies  will  be  found  in  schedule  9 
attached. 

CHANGES  IN  THE  RESERVE  POSITION  OF  THE  BANK. 

As  will  be  seen  from  schedule  10,  the  percentage  of  cash  reserve 
against  all  liabiUties  during  the  year  has  averaged  about  60  per  cent. 
There  has  been  no  liability  against  Federal  Reserve  notes  outstanding 
as  this  liability  had  been  reduced  by  the  deposit  with  the  Federal 
Reserve  Agent  of  an  equal  amount  of  gold.  On  the  few  occasions 
when  reserves  fell  below  60  per  cent,  balances  were  due  from  other 
Federal  Reserve  Banks,  so  that  the  bank's  reserve  position  was 
stronger  than  the  percentages  would  indicate.  Furthermore,  its 
open  market  purchases  were  of  short  maturities,  so  that  the  reserve 
could  be  materially  strengthened  at  any  time  by  allowing  these 
investments  to  run  oflf. 

The  reserve  policy  of  this  bank  has  been  conducted  with  due 
regard  to  the  condition  of  the  money  market  in  this  district  and  to 
the  reserve  condition  of  the  other  Federal  Reserve  Banks. 

CHANGES    IN    MEMBERSHIP   DUE   TO   TRANSFERS    FROM    AND   TO   OTHER 

DISTRICTS. 

On  January  1,  1916,  there  were  433  member  banks  in  this  district. 
Under  a  decision  of  the  Federal  Reserve  Board,  Fairfield  County, 
Coim.,  was  transferred  to  the  New  York  district  on  April  1,  1916. 
Fifteen  banks  surrendered  their  stock  in  this  bank  and  were  trans- 
ferred to  the  New  York  district. 

MOVEMENT  OF  MEMBERSHIP  WITHIN  THE   DISTRICT. 

During  the  year  21  banks  in  the  district  have  liquidated  and  with- 
drawn from  the  system,  converting  into  State  institutions  or  con- 
solidating with  other  member  banks,  as  shown  by  schedule  11.  No 
definite,  well  defined  reasons  can  be  assigned  for  the  changes  from 
national  to  State  charters  made  by  these  banks. 

There  is  the  impression  which  is  referred  to  elsewhere  and  which 
should  be  dispelled,  that  a  State  bank  may  receive  all  the  benefits 
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of  the  Federal  Reserve  System  through  its  city  correspond^its 
without  contributing  to  its  support. 

Two  banks  have  been  organized  during  the  year — tiie  Oolonial 
National  Bank  of  Hartford,  Conn.,  and  the  Roxbury  National  Bank 
of  Roxbury,  Mass. — ^the  membership  at  the  end  of  the  year  being 
399  banks. 

In  several  places  in  the  district  the  organization  of  new  national 
banks  is  being  considered  and  several  applications  are  pending. 
Charters  have  already  been  granted  to  the  following  banks:  Soutti 
Boston  National  Bank,  South  Boston,  Mass. ;  Manufacturers'  National 
Bank,  Cambridge,  Mass. ;  Back  Bay  National  Bank,  Boston,  Mbs&. 

RELATIONS   WITH   HEIIBEB  BANKS. 

There  has  been  a  marked  increase  in  the  use  of  the  facilities  of  the 
Federal  Reserve  Bank  by  member  banks  dining  ihe  past  3^Bar. 
Especially  is  this  true  of  the  Boston  banks.  The  settlement  of  die 
clearings  on  the  books  of  the  Federal  Reserve  Bank  has  kept  the 
Boston  banks  in  daily  touch  with  it,  and  since  the  absorption  by  that 
bank  of  the  New  England  department  of  the  Boston  Clearing  House 
and  the  development  of  a  general  check-collection  system  the  Boston 
banks  have  miide  their  accounts  increasingly  active. 

The  out-of-town  banks  are  ako  taking  advantage  of  their  member- 
ship in  the  Federal  Reserve  System,  although  in  most  cases  the 
accounts  of  these  banks  are  relatively  inactive.  The  out-of-town 
bank  continues  to  carry  its  active  account  with  its  Boston  c<MTe- 
spondent.  Under  the  collection  system,  checks  are  sent  daily  to  the 
country  bank  for  collection,  and  these  checks  are  generally  covered 
by  transfers  on  banks  in  Boston  or  elsewhere,  when  they  have  been 
charged  to  the  member  bank^s  accoimt.  However,  several  of  these 
out-of-town  banks  are  doing  an  active  business^  with  the  Federal 
Reserve  Bank,  sending  it  most  of  their  checks  and  studying  how  they 
can  make  best  use  of  its  services.  Member  banks  are  continually 
finding  ways  to  take  advantage  of  the  additional  powers  the  Federal 
Reserve  Act  gives  them  in  reducing  their  reserves  and  releasing  funds 
which  they  can  loan  to  advantage.  Hie  cheaper  and  more  direct 
collection  of  checks,  the  domestic  and  foreign  acceptance,  which 
enables  a  bank  to  extend  additional  credit  to  its  customers,  are 
being  foimd  of  benefit. 

BELATIONS   WriH  NONMEMBEB   BANKS. 

Relations  with  nonmember  banks  are  most  satisfactory.  There 
have  been  frequent  conferences  with  the  officers  of  these  banks  which 
have  interested  them  in  the  activities  ci  the  bank  and  the  benefits 
which  the  Federal  Reserve  System  is  ^ving  to  its  memb^is.    Theane 
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is  an  inclmation  on  the  part  of  several  large  Boston  trust  companies 
to  apply  for  membership.  Especially  is  this  true  of  those  doing 
a  commercial  business.  The  officials  of  the  Federal  Reserve  Bank, 
whenever  givrai  the  opportunity,  have  studied  and  analyzed  the 
business  of  these  banks,  showing  how  membership  in  the  Federal 
Reserve  System  would  benefit  them  and  affect  their  reserve  require- 
ments. Without  a  stringency  in  the  money  market,  or  some  other 
demonstration  of  usefulness,  these  banks  may  be  slow  in  applying 
for  membeitihip.  ^ 

Much  the  same  situation  exists  with  the  out-of-town  State  banks. 
The  officials  of  these  banks  are  also  keeping  themselves  informed  on 
the  benefits  accruing  to  the  member  banks,  but  the  large  nimiber  of 
out-of-town  member  banks  ^diich  have  converted  into  trust  com- 
panies have  made  those  banks  cautious  about  applying  for  member- 
ship. They,  too,  have  the  impression  that  they  can  reap  the  benefits 
of  the  Federal  Reserve  System  through  their  city  correspondents 
without  contributing  to  the  support  of  the  new  banking  system. 

ACCOlOfOBATION   OF   HSMBBB   BANKS   THROUGH   DISCOUNTS    AND   THE 
PURCHASE   OF   ACCEPTANCES. 

During  the  latter  part  of  the  year  member  banks,  and  particularly 
the  large  city  banks,  have  made  use  of  the  facihties  of  the  Federal 
Reserve  Banks  both  through  rediscounting  their  customers'  paper 
and  by  selling  it  bank  acceptances,  several  of  the  lai^e  banks  which 
had  been  carrying  acceptances  as  secondary  reserve  selling  these  ac- 
ceptances to  ihe  Federal  Reserve  Bank  instead  of  calling  their 
demand  loans  or  selling  their  securities.  Member  banks,  as  shown 
by  schedule  12,  have  continued  to  borrow  to  a  considerable  extent 
from  their  city  correspondents  who  have  granted  this  acconmioda- 
tion  on  demand  loans  and  on  certificates  of  deposit.  For  the  most 
part  loans  were  made  without  collateral  and  at  slightly  lower  rates 
than  those  established  by  the  Federal  Reserve  Bank. 

DEPOsrrs. 

In  accordance  with  the  Federal  Reserve  Act,  two  transfers  of 
reserves  were  made  to  this  bank,  the  first  on  May  16  and  the  second 
on  Novemb^  16.  Each  payment  called  for  the  transfer  of  an  addi- 
tional one-twelfth  of  reserve  by  coimtry  banks  and  one-fifteenth 
of  reserve  by  city  banks.  These  increases  have  been  offset  to  some 
extent  by  the  transfer  of  deposits  of  the  Fairfield  Coimty,  Conn., 
banks  to  the  Federal  Reserve  Bank  of  New  York.  These  deposits 
amounted  to  $578,171.91.  Schedule  13  shows  the  range  of  deposits 
of  this  bank  by  weeks  during  the  year. 

There  have  been  but  few  actual  overdrafts  during  the  year.  These, 
with  some  possible  exceptions,  have  occurred  only  in  the  case  of  two 
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or  three  of  the  smaller  banks  and  for  but  a  short  period.  There  hinre 
been  a  number  of  cases,  however,  where  member  banks  have  been 
deficient  in  the  reserve  required  by  the  Federal  Reserve  Act  to  be 
carried  in  the  Federal  Reserve  Banks,  either  having  drawn  into 
uncollected  funds  or  failed  to  carry  the  necessary  reserve  balanoos. 
Such  banks  have  not  been  penalized,  as  it  was  felt  that  time  should 
be  allowed  for  banks  to  become  accustomed  to  the  operation  of  the 
collection  system.  Members  have  been  advised  that  after  February  1, 
1917,  they  will  be  expected  to  carry  the  required  reserve  in  collected 
balances  and  will  be  penalized  by  interest  charges  for  a  deficiency  in 
such  reserve.  Several  of  the  out-of-town  banks  report  excess  de- 
posits with  the  Federal  Reserv^e  Bank,  especially  since  the  passage 
of  the  amendment  in  September  allowing  member  banks  to  count 
excess  balances  with  the  Federal  Reserve  Bank  as  part  of  thdr 
required  reserve.  This  practice  has  been  especially  true  of  the  Boston 
banks  who,  during  most  of  the  year,  have  carried  excess  balances 
with  the  Federal  Reserve  Bank. 

PEIUODIO   REPORTS   REGARDING  CONDITION   OP  MEMBER  BANKS. 

An  analytical  record  of  the  reports  of  member  banks  to  the  Comp- 
troller of  the  Currency  showing  a  comparison  of  their  condition  on 
different  dates  has  been  kept.  A  member  of  the  staff  of  this  bank  was 
authorized  by  the  Federal  Reserve  Board  to  take  part  in  the  exami- 
nation by  certified  pubhc  accoimtants  of  the  Old  Colony  Trust  Co., 
which  is  a  member  of  the  Federal  Reserve  System.  This  method  of 
obtaining  a  report  of  their  condition  proved  satisfactory. 

The  relations  existing  between  the  ofiicers  of  this  bank  and  tlie 
officials  of  the  banking  departments  of  the  differ^it  States  in  New 
England  have  been  most  cordial  and  in  every  case  where  they  have 
been  brought  in  touch  with  each  other  the  State  officials  have  shown 
a  willingness  to  cooperate.  Especially  is  this  true  in  the  case  of  the 
Massachusetts  bank  commissioner.  In  the  analysis  of  condition  d 
member  banks,  the  cooperation  of  the  chief  national  bank  ex- 
aminer of  this  district  has  been  most  helpful,  and  any  question  raised 
as  to  the  condition  or  management  of  any  particular  banks  has  been 
discussed  with  him. 

There  have  been  no  failures  among  the  member  banks  in  the 
district  and  all  paper  discotmted  by  member  banks  has  been  paid  at 
maturity. 

Federal  Reserve  Bank  and  the  Public. 

The  discoimt  rate  poHcy  of  the  Federal  Reserve  Bank  has  beea 
more  effective  during  the  past  year  than  ever  before.  The  bank's 
rates  on  bankers'  acceptances  have  affected  somewhat  the  rates  on 
commercial  paper,  and  the  rediscotmts  by  the  member  banks  in 
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July  and  during  the  last  months  of  the  year  were  an  important  factor 
in  keeping  rates  steady.  The  pubUc,  especially  the  merchant,  is 
realizing  the  importance  of  the  Federal  Reserve  Bank  as  a  steadying 
factor.  Money  rates,  for  the  most  part,  have  been  too  low  to  make  this 
bank's  position  felt  to  any  marked  extent.  Money  rates  in  Boston 
during  the  year  are  shown  in  schedule  23. 

puBLicrrr  and  educational  work. 

It  has  been  the  policy  of  the  officers  of  this  bank  to  furnish  the  daily 
press  from  time  to  time  with  information  regarding  any  new  special 
feature  of  the  bank's  activities. 

Banking  and  trade  organizations  have  been  addressed  by  the 
bank's  officers  and  matters  pertaining  to  the  work  and  service  of  the 
Federal  Reserve  Bank  have  been  freely  and  openly  discussed.  Copies 
of  addresses  by  different  members  of  the  Federal  Reserve  Board  have 
been  sent  throughout  the  district.  These  have  been  read  with  much 
interest  and  have  done  much  to  educate  the  banker  and  merchant  in 
the  broader  and  bigger  problems  which  the  Federal  Reserve  System 
and  its  officers  are  endeavoring  to  solve.  The  monthly  reports  on 
financial  and  mercantile  conditions  in  the  district  are  furnished  to  the 
press. 

From  the  very  first  it  has  been  realized  that  it  was  necessary  to 
demonstrate  to  the  member  banks  how  to  make  the  best  use  of  the 
faciUties  of  the  Federal  Reserve  Bank.  Although  circular  letters 
have  been  sent  out  with  the  inauguration  of  each  new  activity,  it  was 
found  that  these  were  not  read  or,  if  read,  were  not  fuUy  imderstood. 
Officials  of  the  bank  have  visited  individual  banks,  examined  the 
character  of  their  business  and  suggested  methods  to  be  adopted  in 
dealing  with  the  Federal  Reserve  Bank  and  the  Federal  Reserve 
System.  The  officials  of  banks,  member  and  nonmember,  in  turn 
come  to  the  Federal  Reserve  Bank  and  discuss  their  problems  with 
its  officers.  Similar  relations  exist  between  the  merchant  and  the 
Federal  Reserve  Bank  in  connection  with  the  development  of  trade 
and  bankers'  acceptances. 

The  Federal  Reserve  Bank  and  the  Government. 

government  deposrts. 

Following  the  letter  of  the  Secretary  of  the  Treasury  of  November 
24, 1915,  designating  this  bank  as  a  depository  and  fiscal  agent  of  the 
United  States,  a  transfer  of  funds  from  the  Boston  banks  was  made 
by  the  Government  on  January  1.  Boston  banks  continued  to 
collect  checks  on  the  Government  through  the  subtreasury  imtil  this 
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bank  notified  them  that  it  was  prepared  to  handle  the  entire  businees. 
In  this^  as  in  all  other  matters  pertaining  to  operation,  the  offidak  of 
the  Boston  banks  have  been  of  much  assistance  in  tiwr  willingness  to 
cooperate  with  the  oflS^cers  of  the  Federal  Beserve  Bank. 

Deposits  are  made  daily  hj  the  collectors  of  customs  and  intemiJ 
revenue  and  a  considerable  volimie  of  checks  on  the  Grovemment  is 
received  each  day  from  member  banks.  Transfers  are  stiU  made  be- 
tween the  Treasury  and  subtreasury.  Inasmuch  as  payments  oa 
aceoimt  of  warrants  are  in  excess  of  deposits  made  by  the  Grovem- 
ment oflScers,  it  has  been  necessary  to  transfer  to  this  bank  funds  from 
other  Federal  Reserve  Banks.  This  has  been  done  through  the  goH 
settlement  f imd  in  Washington.  This  bank  has  not  been  called  upon 
to  exercise  any  other  duties  as  fiscal  agent  of  the  Grovemment. 
Details  of  these  operations  will  be  found  appended  hereto  (sched- 
ules 14-14A). 

FEDERAL  RESERVE  BANK  AND  NOTE  ISSUBS. 

The  pohcy  regarding  the  issuance  of  Federal  Reserve  notes  has 
been  continued  along  lines  similar  to  those  of  the  previous  year. 
Notes  have  been  issued  against  rediscounted  paper  and  bankers' 
acceptances,  the  bank  reducing  its  liability  by  withdrawing  the  paper 
and  substituting  gold  with  the  Federal  Reserve  Agent.  In  this  way, 
Federal  Reserve  notes  have  been  put  into  circulation  and  the  gold 
holdings  of  the  Federal  Reserve  system  increased.  Taking  into  con- 
sideration the  cost  of  the  notes  and  that  of  handling  and  sorting,  the 
issuing  of  this  currency  has  been  a  heavy  expense  to  the  bank,  but 
this  was  felt  to  be  justified.  Since  the  opening  of  this  bank,  there 
have  been  issued  $20,944,700  Federal  Reserve  notes,  of  which 
$10,520,000  were  issued  prior  to  January  1,  1916.  Schedule  15 
shows  the  denominations  of  these  notes.  Notes  unfit  for  circulation 
have  been  redeemed  and  canceled  to  the  amount  of  $7,401,615,  of 
which  $500,000  were  canceled  prior  to  January  1,  1916.  The 
denominations  are  shown  in  schedule  16.  Although  no  statistics 
have  been  compiled  showing  the  average  life  of  Federal  Reserve 
notes,  it  is  estimated  that  it  is  not  over  six  months. 

It  has  been  the  pohcy  of  the  Federal  Reserve  Agent  to  keep  on 
hand  a  sufficient  supply  of  Federal  Reserve  notes  to  meet  any  unusual 
demands  of  the  member  banks.  A  large  supply  is  always  available  in 
Washington  which  eould  be  obtained  in  a  very  short  time  should 
necessity  arise. 

No  Federal  Reserve  Bank  notes  (i.  e.  notes  secured  by  Grovemment 
bonds)  have  thus  far  been  issued  by  this  bank,  the  directors  believing 
that  such  bank  notes  should  be  issued  only  when  an  unusual  demand 
for  currency  exists. 
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Federal  Reserve  notes  of  other  banks  are  continually  being  depos- 
ited in  this  bank  and  are  promptly  sorted  and  returned  to  the  bank 
of  issue.  Notes  of  tiiis  bank  are  being  received  daily  from  other 
Federal  Reserve  Banks.  Schedule  17  shows  the  transactions  of 
this  character. 

INTERNAL   MANAGEMENT   OF  THE    BANK. 

During  the  year  the  policy  of  fortnightly  meetings  of  the  board  of 
directors  has  been  continued,  thus  keeping  the  directors  in  close 
touch  with  the  operations  of  the  bank.  The  executive  committee 
meets  on  the  morning  of  the  day  on  which  directors'  meetings  are 
held.  This  committee  approves  all  loans  and  investments  made  by 
the  bank,  recomm^ids  changes  in  discoxmt  rates  to  the  board  of 
directors,  and  discusses  policies  regarding  reserves  and  investments. 
Hie  directors  have  passed  on  aU  appUcations  of  member  banks  for 
permission  to  exercise  fiduciary  fimctions  under  the  Federal  Reserve 
Act.     (Schedule  18.) 

The  term  of  Mr.  Charles  G.  Sanford,  the  Class  A  director  repre- 
senting member  banks  in  Group  2,  expired  on  December  31,  1916, 
and  he  was  ineligible  for  reelection  as  he  was  a  resident  of  Fairfield 
County,  C!onn.,  transferred  to  District  No.  2.  Mr.  Thomas  W. 
Famam  of  New  Haven,  Conn.,  vice  president  of  the  New  Haven 
Bank,  N.  B.  A.,  was  elected  as  his  successor. 

At  an  early  meeting  of  the  Board,  Mr.  Daniel  G.  Wing,  president 
of  the  First  National  Bank  of  Boston,  was  again  elected  a  member 
of  the  Advisory  Council  representing  this  district  for  the  term  ending 
December  31, 1916.  At  subsequent  meetings,  Mr.  Charles  A.  Ruggles 
was  elected  manager  of  the  clearing  department,  Mr.  C.  C.  BuUen 
was  elected  assistant  cashier,  and  Mr.  William  WiUett  was  elected 
assistant  auditor. 

With  the  broadening  of  its  activities  by  the  Federal  Reserve  Bank 
it  was  found  necessary  to  increase  its  force  to  78  employees.  There 
were  but  18  a  year  ago.  This  number  includes  the  entire  clerical 
force  of  the  Boston  Clearing  House  which  was  added  to  the  staff 
on  July  15.  On  the  same  date  this  bank  assumed  the  lease  of  the 
quarters  formerly  occupied  by  the  Boston  Clearing  House  and  these 
rooms  are  now  used  to  house  the  check  collection  department. 

During  the  year  this  bank  was  twice  examined  by  the  Federal 
Reserve  bank  examiner  and  his  staff.  These  examinations  covered 
the  Federal  Reserve  Agent's  department  as  well  as  the  bank.  Ex- 
aminations were  also  made  of  both  the  bank  and  the  Federal  Reserve 
Agent's  department  by  the  bank's  auditors. 
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CLEARINGS   AND  COLLECmONS. 

The  voluntary  system  of  check  collection  inaugurated  June  15, 

1915,  was  continued  until  July  15,  1916.  Only  a  small  proportioo 
of  the  member  banks  joined  that  system  and  those  for  the  most 
part  from  a  disposition  to  cooperate  with  all  of  this  bank's  under- 
takings. Forty-three  member  banks  out  of  a  total  of  442  joined  at 
the  outset.  That  number  had  been  increased  to  50  when  the  system 
was  discontinued.  Apart  from  the  disinclination  of  banks  to  have 
checks  charged  to  their  account  before  they  had  an  opportunity  of 
examining  them,  the  member  banks  had  difficulty  in  maintaining 
adequate  balances  and  continual  overdrafts  ensued,  although  banks 
joining  the  system  were  given  the  privilege  of  inmiediate  credit  for 
transfer  checks  on  New  York,  Philadelphia,  and  Albany,  the  three 
principal  collection  centers,  outside  of  Boston,  for  this  district.  The 
operations  of  this  clearing  system  from  January  1,  1916,  to  July  1, 

1916,  are  shown  in  schedule  19. 

On  July  15, 1916,*  Federal  Reserve  Banks  inaugurated  a  system  tot 
the  general  collection  of  checks  which  included  checks  on  all  member 
banks  throughout  the  country  and  checks  on  nonmember  banks 
that  would  remit  at  par  to  a  Federal  Reserve  Bank.  Under  this 
system  the  factor  of  time  was  recognized  and  checks  were  not  chaiged 
to  a  member  bank's  account  imtil  sufficient  time  had  elapsed  for  it  to 
advise  payment  or  in  the  case  of  checks  on  nonmember  banks,  imtil 
the  receipt  of  remittances  to  cover.  While  imder  this  plan  imme- 
diate credit  is  given  for  checks  to  the  depositing  bank,  the  proceeds  do 
not  count  as  part  of  the  reserve  which  member  banks  are  required 
to  carry  in  the  Federal  Reserve  Bank,  nor  do  they  become  available 
for  checking  purposes  imtil  actually  collected.  This  system  is 
similar  to  the  one  in  active  operation  since  1900  in  the  so-called 
foreign  department  of  the  Boston  Clearing  House  Association  whidi 
had  proved  most  satisfactory  and  eflfective.  Under  that  plan,  diecks 
drawn  upon  all  country  banks  throughout  the  New  England  States 
were  daily  assembled  and  forwarded  for  collection  and  remittance, 
the  transit  time  in  most  cases  being  but  two  days  and,  with  the 
exception  of  about  85  banks,  free  of  exchange  charges.  In  estab- 
lishing this  system  the  Federal  Reserve  Bank  made  similar  arrange- 
ments, so  that  checks  on  all  New  England  banks  could  be  handled 
on  a  basis  of  two  days'  deferred  payment,  and  the  banks  that  had 
refused  to  waive  exdiange  charges  to  the  Boston  Clearing  House 
Association  all  agreed  to  remit  for  their  checks  at  par. 

Checks  on  the  other  districts  are  handled  according  to  schedule 
No.  20.     The  basis  of  this  schedule  is  the  time  needed  for  the  pro- 
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ceeds  of  a  check  to  reach,  the  Federal  Reserve  Bank  in  the  district 
on  which  drawn,  clearings  between  Federal  Reserve  Banks  being 
made  weekly  through  the  Gold  Settlement  Fund. 

Where  a  member  bank  has  a  sufficient  volume  of  checks  on  certain 
points  or  districts,  special  arrangements  have  been  made  for  the 
direct  routing  of  such  items  and  member  banks  have  availed  them- 
selves of  this  privilege  to  reduce  transit  time.  As  the  advantage  of 
direct  routing  of  items  becomes  better  understood  and  appreciated, 
more  member  banks  will  undoubtedly  avail  themselves  of  this  service. 

In  order  to  prevent  duphcation  of  work,  the  committee  of  the 
Boston  Clearing  House  Association  was  approached  before  the 
inauguration  of  the  new  collection  system  by  the  officers  of  this 
bank  with  the  su^estion  that  the  management  and  operation  of 
the  foreign  department  of  the  Boston  Clearing  House  be  taken  over 
by  the  Federal  Reserve  Bank.  This  suggestion  was  accepted  and  on 
July  15  this  bank  took  over  the  entire  equipment  of  the  Boston 
Clearing  House  including  the  stafif  and  clerical  force,  and  assumed 
the  lease  of  its  premises.  Mr.  Charles  A.  Ruggles,  manager  of  the 
Boston  Clearing  House,  was  elected  manager  of  the  clearing  depart- 
ment of  the  Federal  Reserve  Bank. 

Daily  clearing  of  checks  between  the  associated  banks  of  Bos- 
ton is  now  made  on  the  premises  of  the  Federal  Reserve  Bank 
imder  the  supervision  and  management  of  Mr.  Ruggles,  who  still 
continues  as  manager  of  the  Boston  Clearing  House  Association, 
this  bank  furnishing  for  the  purpose  of  this  clearing  the  clerical 
force,  equipment,  and  space  at  a  nominal  annual  charge.  Clearing 
balances  once  having  been  established,  all  settlements  are  effected 
through  the  Federal  Reserve  Bank,  as  has  been  the  practice  in  Boston 
since  that  bank  was  opened.  The  cooperation  of  the  Boston  Clearing 
House  committee  in  this  connection  and  in  many  other  matters  per- 
taining to  the  development  of  the  Federal  Reserve  Bank  of  Boston 
has  been  of  the  greatest  help. 

It  will  be  seen  from  schedule  No.  21  that  check  collection  operations 
under  the  present  system  have  been  active  and  of  an  increasing 
volume.  Each  month  more  and  more  member  banks  are  avail- 
ing themselves  of  the  facilities  of  this  department.  The  tendency 
has  been  for  the  country  banks  to  send  their  checks  for  collec- 
tion to  their  city  correspondents  and,  therefore,  most  of  the  checks 
handled  for  coDection  have  been  received  from  the  Boston  banks. 
The  use  of  the  collection  department  of  the  Federal  Reserve  Bank 
win  require  some,  educational  effort,  since  member  banks  accustomed 
to  send  their  checks,  especially  those  on  points  outside  of  the  dis- 
trict, to  collection  centers  such  as  Albany  and  Philadelphia,  are  slow 
to  change  their  methods  for  the  more  direct  collection  faciUties 
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oflFered  by  this  bank.  There  has  been  a  dispoeition  shown  on  the 
part  of  out-of-town  member  banks  to  eluninate  the  practice  of  sending 
cheeks  to  these  collection  centers  outside  of  the  district  and  to  con- 
solidate their  balances  in  the  Boston  banks. 

Under  the  Boston  Clearing  House  system,  the  cost  of  collection 
of  New  England  checks  had  been  assessed  on  the  members  on  a  per 
thousand  dollar  basis,  the  charge  averaging  about  7  cents  a  thousand 
dollars.  An  analysis  of  the  accounts  of  the  Boston  Qearing  House 
covering  those  operations  showed  that  the  jSgure  of  7  cents  p« 
thousand  did  not  represent  the  actual  cost  of  handling  these  items. 
The  Boston  city  clearing  carried  a  considerable  part  of  the  expense 
of  this  business,  the  city  clearings  being  charged  with  a  lai^  part  ol 
the  rent  and  a  proportion  of  all  the  other  ex}>enses  of  the  conduct 
of  the  clearing  house  entirely  out  of  proi>ortion  to  the  labor  and  ex- 
pense involved  in  handling  city  clearings.  An  analysis  of  the  cost 
of  collecting  checks  in  this  district  outside  of  Boston  for  sevCTtl 
years  shows  that  with  the  fair  proportion  of  the  expenses  charged 
to  the  city  clearing,  the  cost  of  the  country  clearing  was  nearer  12 
cents  a  thousand  dollars  than  7  cents.  That  this  work  is  now  being 
done  cheaper  and  to  better  advantage  is  best  demonstrated  by  the 
fact  that  the  member  banks  are  using  it  more  and  more  each  month 
and  that  the  volume  of  checks  now  handled  by  the  Federal  Reserve 
Bank  largely  exceeds  that  formerly  handled  by  the  clearing  house. 

The  bank  estabhshed  a  per  item  charge  based  upon  the  cost  of 
maintenance  of  the  transit  department  as  on  the  whole  the  fairer 
method,  although  it  was  realized  that  banks  having  a  large  number 
of  small  items  would  be  charged  more  proportionately  than  banks 
with  fearer  but  larger  items.  To  the  present  time,  the  cost  per  item 
haii  been  levied  on  member  banks  at  the  rate  of  nine-tenths  of  a  cent 
for  checks  on  all  districts,  and  a  uniform  charge  of  1^  cents  has  been 
made  between  Federal  Reserve  Banks.  It  is  expected  that  this  cost 
will  be  materially  reduced  as  time  goes  on,  for  it  is  believed  that, 
with  the  present  equipment,  the  collection  department  can  handle 
a  large  increase  of  items  without  materially  increasing  its  operating 
force. 

In  continuation  of  the  practice  established  by  the  foreign  depart- 
ment of  the  Boston  Clearing  House,  the  Boston  banks  assemble 
their  checks  on  each  New  England  bank  in  packages  before  depositing 
them  in  the  Federal  Reserve  Bank.  This  has  been  a  saving  of  work 
to  the  Reserve  Bank.  As  a  result  it  has  been  possible  to  receive 
these  checks  to  a  much  later  hour  than  if  checks  were  deposited 
unsorted. 

Most  of  the  checks  received  have  been  from  Boston  banks  or  other 
Federal  Reserve  Banks,  rather  than  from  member  banks  outside  of 
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Boston.  Only  a  few  of  these  outside  banks  have  used  the  check 
collection  facilities  of  the  Federal  Reserve  Bank  to  a  large  extent. 
These  banks  offer  no  criticism  of  the  way  their  business  has  been 
handled,  but  state  that  they  have  been  aUe  to  consolidate  their 
accounts  with  oorrespondents  and  through  this,  and  the  more  direct 
routing  of  checks,  have  been  enabled  to  reduce  tJieir  reserve  require- 
ments €uid  thereby  increase  their  loaning  ability.  i 

The  effect  of  the  clearing  system  of  the  Federal  Reserve  Bank  on 
the  Boston  banks  is  more  apparent.  It  has  brought  to  the  Boston 
banks  from  out-of-town  banks  and  from  their  commercial  depositors 
as  well,  a  volmne  of  business  which  formerly  went  to  Albany,  Phila- 
delphia, and  other  collection  points.  The  charge  made  by  the  Federal 
Reserve  Bank  on  these  outside  items  has  given  the  Boston  banks  a 
basis  on  which  to  ansXjze  the  accounts  of  customers  depositing  these 
outside  items,  whereas  previously  the  oost  was  to  a  considerable 
extent  estimated.  It  has  also  tended  to  reduce  the  reciprocal  ac- 
count which  has  always  been  of  doubtful  value.  By  this  new  col- 
lection system,  not  alone  is  time  saved,  but  also  exchange  charges, 
and,  in  addition,  balances  which  have  been  scattered  over  the  coimtry 
have  been  greatly  reduced  and  used  to  increased  advantage. 

The  change  in  method  of  charging  for  collecting  checks  from  a  per 
volume  basis  to  a  per  item  basis  has  made  many  changes  in  the  value 
of  different  accounts.  The  Boston  Clearing  House  banks,  dealing 
with  their  depositors,  both  banks  and  individuals,  are  handhng  free 
of  exchange  such  items  as  may  be  collected  at  par  through  the  Federal 
Reserve  Banks  of  Boston,  New  York,  and  Philadelphia. 

The  Federal  Reserve  Bank  has  as  yet  taken  no  steps  to  inaugurate 
a  department  for  the  general  collection  of  time  items,  but  as  the  check 
coDection  department  becomes  more  and  more  firmly  estabUshed 
and  the  reserves  of  the  member  banks  are  transferred,  such  a  depart- 
ment will  inevitably  have  to  be  established. 

Certain  member  banks  have  foimd  it  convenient  to  send  in  their 
maturing  notes  for  rediscoimt  for  one  or  two  days,  evidently  with  the 
idea  of  using  the  bank  for  collection  piuposes.  These  notes  have 
been  forwarded  for  collection,  the  member  bank  paying  for  any  ex- 
pense incinred.  This  bank  has  also  acted  as  an  agency  for  the  col- 
lection of  time  items  received  from  other  Federal  Reserve  Banks. 

GOLD   SETTLEMENT   FUND. 

The  Gold  Settlement  Fund,  through  which  clearings  and  transfers 
are  made  between  the  12  Federal  Reserve  Banks,  has  demonstrated  its 
great  usefulness  and  value  during  the  past  year.  Not  only  have  mem- 
ber banks  used  the  Federal  Reserve  Banks  to  make  a  vast  volume  of 
transfers  through  this  medium  to  and  from  other  districts,  but  bal- 
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ances  created  through  the  operations  of  the  check  collection  depart- 
ment have  been  settled  through  this  gold  fund.  While  transfers  to 
and  from  any  Federal  Reserve  Bank  can  be  made  at  any  time,  the 
general  settlements  between  the  Federal  Reserve  Banks  continue  to 
be  made  on  Thursday  of  each  week.  The  indirect  savings  to  all 
member  banks  through  the  settling  of  balances  between  the  different 
districts  obviating  the  shipment  of  actual  currency  and  the  maintain- 
ing of  unnecessary  bank  balances  are  very  considerable.  The  volume 
of  transactions  settled  through  this  fund  is  shown  in  schedule  22. 

CONCLUSION. 

It  will  be  seen  from  the  foregoing  statement  and  from  the  attached 
schedules  that  much  progress  has  been  made  during  the  past  year  by 
the  Federal  Reserve  Bank  of  Boston,  and  that  its  operations  have 
increased  in  volume.  The  member  banks  have  been  brought  in  dos^ 
touch  with  and  have  used  the  Federal  Reserve  Bank  to  a  greater  extent 
than  last  year.  Especially  has  this  been  true  during  the  last  six  months. 
The  cooperation  which  the  bank  received  from  the  officials  of  its 
member  banks  has  been  most  helpful  and  of  great  value  in  increasing 
the  bank's  usefulness  and  efficiency.  It  has  been  shown  that  even 
under  the  existing  low  rates  for  money  and  with  the  limited  call  for 
rediscounts,  the  bank  has  been  able  to  earn  its  dividends.  Its  invest- 
ments have  been  of  a  character  and  matmity  to  keep  its  assets  in  a 
liquid  and  convertible  state  to  meet  any  unusual  demands  of  its 
member  banks  for  rediscounts.  Schedule  24  shows  the  matiuities  of 
all  investments,  excepting  Government  notes  and  bonds,  at  close  of 
business  December  31,  1916. 

The  management  of  the  bank  *has  pursued  a  policy  of  developing 
new  activities  as  far  as  was  consistent  with  prudence,  and  in  accord- 
ance with  the  needs  of  the  district. 

The  most  pressing  needs  of  the  member  banks  which  are  being 
given  careful  consideration  by  the  officers  of  the  bank  are,  that  the 
bank  should  be  in  a  position  to  furnish  currency  for  pay-roll  purposes, 
and  to  furnish  faciUties  for  the  collection  of  time  items.  With  the 
transfer  of  further  reserve  balances,  the  Federal  Reserve  Bank  should 
be  in  a  position  to  handle  checks  on  all  banks  in  the  United  States. 
In  developing  the  activities  of  the  bank  and  in  formulating  its  policies 
of  operation,  due  regard  has  been  given  to  the  needs  of  the  district  and 
to  the  policies  and  activities  of  other  Federal  Reserve  Banks. 
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1916. 
Paid  in  lieu  of  dividends  on  stock  can- 
celed   $2,804.17 

Organfwtlon  ejcpense. 17,301.73 

Furniture  and  equipment 15,352.04 

Exehanfepaid .40 

Difference  aooount. 88.98 

Cormt  expeose 156»139.16 


Dee.  81.  to 


258,527.42 
450,213.90 


1917. 


Dividends  paid  member  banks,  period 

Nov.  2, 1914,  to  Jan.  1, 1916 246,930.86 

" 11,506.56 


258,527.42 


1916. 
Discount  from  member  banks 
on— 

Notes  discoimted 139,641.83 

Collateral  notes 2,153.23 

Trade  acceptances 1,508.14 


Discount   on    open   market 
purchases— 
Bankers'  acceptance,  do- 
mestic       7,709.16 

Bankers'  acceptance,  for- 
eign  229,147.58 

State,   city,   and   town 
notes 78,578.27 

Interest   on   United   States 

bonds 57,194.16 

Appreciation  and  profit  on 

united  States  bonds 20,575.00 


$43,303.20 


315,435.01 


Commissions... 
Sundry  profits.. 


77, 769. 16 
10,558.55 
3,147.98 

450,213.90 


1917. 


Jan.  2,  balance  forward 258,527.42 


ScHSDUUB  2. — Comparative  balance  sheet  Dec.  Sly  1915,  and  Dec.  31, 1916. 


Dec  31, 1915. 

Dec  31,  1916. 

$235,471.40 

6,519,332.02 

986,250.00 

3,140,914.95 

tin  Ml  nAfi  V7 

$3,745,315.28 

12,725,167.81 

2,332,000.00 

800,002.23 

_..-    *10  fl09  ifiR  11 

flankers*  aweptanoeff 

United  States' bonds 

State,  dty,  and  town  notes. 

Interest  aocmed  on  United  States  bonds 

4,945.61 

9,595.' 24' 

970.00 

38,633.35 

34,603.45 

2,137,664.12 

27,*893.*i6 

114,6i2."74' 
721,930.00 

211,855.00 
12.13 

14,154,370.00 

4,279,000.00 

786,198.00 

13,870.83 
8,384.44 

Fnrnttm^  and  iBxtnr«i- . -\ ,.  ^ -..,,,./....,... . 

FTpfgtom  paid  Id  »dvanAe. 

1,564.72 

Co^  of  Federal  Restfve  notes  (unissued) 

Expenso— organixation 

29,230.20 

Doe  from  Federal  Reserve  Banks 

Due  from  Federal  Reserve  Banks  (in  transit). . 
Due  from  member  banks  (overdrafts) 

trAT>tf{t) r 

4,836,131.06 
6,492,548.08 

6,099,619.31 
328, 149. 50 

ExriMTiMf  (mr  clmrlng  ho^ise 

Federal^keserve  notes  on  hand 

630,500.00 

National  bank  notes  and  Federal  Reserve 
notes,  other  banks 

185,000.00 

Niseis  and  cents 

95.87 

Cash  reserve: 

Gold  coin  and  gold  certificates. 

11,774,857.50 

Gold  settlement  fund 

14,737,000.00 

Other  tewful  money 

427,683.00 

—       ,  .     *?fl  (MO  'idfl  Wl 

LLLBIUTII8. 

Capital  paid  in 

83,403,651.11 

65,257,119.92 

6, 158, 15a  00 

85,*438.*28* 
27,880,242.70 

192,*d57.»* 
128,762.14 

4,980,700.00 

Profit  and  loss  account 

258,527.42 

Unearned  discount  and  interest 

61,209.64 

56,757,135.68 

Due  to  Federal  Reserve  Banks  (uncoUected 
eheeks) 

1,068.988.16 

United  States  deposits 

2.130,617.72 

Cashier's  checks  outstanding 

'        941.80 

33,403,65L11 

65,257,119.92 
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Schedule  3. — Bonds  and  securities  and  loans  secured  by  stocks  and  bonds  held  by  mem- 
ber banks  June  23,  1915,  and  Nor.  'l7,  1916. 


State. 

Bonds  and  securities. 

Loans  secured  by  stocks  and 
bonds. 

June  23, 1915. 

Nov.  17, 1916. 

June  23, 1915. 

$8,386,096 
6,511,925 
.       3,143,093 
32,568,345 
60,448,570 
6,731,842 
»  23,331,515 

Nov.  17,  mt 

Maine 

118,911,000 
6,577,000 
6,159,000 
34,752,000 
30,404,000 
8,635,000 
117,468,000 

$24,807,000 
9,081,000 
8,726,000 
44,646,000 
32,099,000 
11,506,000 
130,234,000 

SS,519,3» 

New  H  ATtiDshire 

5,990,5(0 

Vermont 

3,3M,5« 

Massachusetts 

38,963,954 

Boston 

99,^,36S 

Rhode  Island 

5,407,317 

CcmiActictifc        •  •..•..•..••.• 

30,085,369 

Total 

122,906,000 

161,101,000 

139,121,386 

192,184,411 

Schedule  4.- 


1  Includes  15  banks  in  Fairfield  Cknmty. 

-DistribvMony  by  maturities,  of  bills  rediscountedfor  member  banks,  Jan.  1, 
1916,  to  Dec.  SI,  1916. 


Month. 


January... 
February. 

March 

April 

May. 


June 

July 

August 

September.. 

October 

November.. 
December. . . 

Tptal. 


ItolO 
days. 


11  to  30 
days. 


131,311.30 
2,808.40 


50,096.00 

4i,ooaoo 

68,200.00 
2, 762, 652. 37 
2,626,300.00 

61,212.85 

374,124.13 

4,729,229.65 

7,336,432.92 


$36, 

86, 

162, 

352, 

72, 

373, 

2, 165. 

1,690, 

180, 

51, 

1,879, 

7,216, 


583.00 
52.37 
993.00 
600.00 
885.54 
325.00 
000.00 
247.35 
952.82 
048.51 
472.42 
488.24 


18,073,366.62  [14,268,948.25 


31  to  60 
days. 


$41,480.61 
20,08L00 
17,463.03 
10,000.00 
26,250.00 
23,177.99 
61,000.00 

125,029.99 

522, 104. 98 

7,176.03 

45,808.62 

121,311.89 


1,020,884.14'    555,804.57 


61  to  00 
days. 


$19,906.83 
4,875.00 
32,893.93 

7,ioaoo 

17,752.12 

12,05a  62 

12,238.77 

23,708.20 

71,308.00 

7,075.69 

211,127.82 

135,859.59 


Over  90 
days. 


$1,809.00 


280.00 

7oaoo 


Total. 


$131,09a74 

114,516.77 

213.349.96 

419,795.00 

157,887.66 

466,753.61 

5,001,169.14 

4,465.985.54 

83i,57&65 

440,0di.36 

6,«5,63S.51 

14,810,09164 


2,789.00     33,921,882.58 


Schedule  5. — Discount  rates. 

Date. 

Maturi- 
ties of 
10  days 
or  less. 

Maturi- 
ties of 

11  to  30 
days. 

Maturi- 
ties of 

31  to  60 
days. 

Maturi- 
ties of 

61  to  90 
days. 

Agricul- 
tural and 
UvMtook 
paper  91 
days  to  6 
months. 

Promis- 
sory 
notes  not 

over  15 
days. 

Trade 
accept- 
ances. 

Com- 
modity 
pap*. 

Jan.  13, 1916 

3 
3 
3 
3 
3i 

3) 
3i 

4 

5 
5 
5 
5 
5 

^ 

3 
3) 

^ 

Feb.  21, 1916 

% 

July  20, 1916 

3 

Sept.  18,  1916 

? 

3 

Dec.  7, 1916 

4 

Schedule  6. — Division 

of  rediscounts  by  classes. 

Number  of 
items. 

Number  Of 
uons. 

rate 
earned. 

Amoont. 

Btlla  receivable 

2»223 
54 
28 

251 
17 
28 

Percent. 
3.626 
3.374 
3.413 

$31,461,047.39 
429,22140 

Trade  accept.ances 

Collateral  notes 

2,081,612.89 

2,306 

296 

33,921,882.58 

, 

Number  of  banks  accommodated  during  1916 56 

Number  of  banks  accommodated  previous  to  1916  but  not  during  that  year 10 

Total  banks  accommodated  to  Dec.  31, 1916 66 
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Schedule  7. — Acceptances  purchased  for  own  account. 


Month. 


Foreign  aoctptances. 


Items. 


January 

February . . 
March 

^:::::: 

June 

July 

August 

8e)rt«mber. 
October. . . . 
November. 
December.. 

Total 


156 
175 
240 

81 
141 
339 

23 
152 
286 

97 
411 
140 


2,241 


Amount. 


Low  and 
high  rate. 


$2,830,499.03 
3,726,796.41 
6.011,254.80 
1,731,854.98 
3,860,258.86 
7,670,702.47 
1,395.437.14 
4,339,564.16 
4,673,573.97 
2,270,809.51 
7,738,414.04 
3,014,386.55 


49,272,461.92 


Domestic  acceptances. 


Items. 


Amount. 


Low  and 
high  rate. 


Percent, 


105 


$905,690.70 
2,198,819.47 


3,104,610.17 


Schedule  8. — Aoceptaiices  purchased  for  other  Federal  Reserve  Banks. 


Month. 

Foreign  acceptances. 

Low  and 
high  rate. 

Domestic  acceptances. 

Low  and 

Items. 

Amotmt. 

Items. 

Amoont. 

high  rate. 

January 

Percent. 

Per  cent. 

February 

43 
27 
139 
1 
35 
315 
103 
40 
70 
163 
461 

$1,914,861.84 

751,585.41 

2,636,510.59 

4,806.25 

1,636,649.93 

6,844,966.19 

2,204,039.64 

700,749.67 

1,631,917.83 

2,359,820.67 

9,951,164.11 

2-2 
2-2 

2-2 
2-2J 
2-2 

VftTph,    

, 

April 

May:::;:;:;::;:....:.:: : 

Jane » 

July 

August 

September 

October 

November 

December 

20 

$:i43, 879.  82 

3 

Total 

1,417 

30,635,956.13 

20 

343,879.82 

Schedule  9. — Warrants. 


MonUi. 


January. 
February 
March... 

April 

May 

June 

July 


Purchased 
for  own 
aooGunt. 


$447,000 
641,000 
1,065,000 
32,500 
2,179,000 
320,000 
190,000 


Purchased 

for  other 

Federal 

Reserve 

Banks. 


$135,000 
105,000 
40,000 
100,000 
1,730,000 
1,228,000 
160,000 


MoQtb. 


August 

September.. 

October 

Noveml>er. . 
December.. 


Purcha.^d 
sod  held. 


$511,500 

1,682,000 
180,000 
615,900 


Purchased 
for  other 
Federal 
Reserve 
Banks. 


8340,000 

2,180,000 

435,000 

297.500 


7,563,900  1      6,750,500 


Average  rate  earned  on  warrants  during  year  2.729  per  cent.    Warrants  of  98  dlQ'erent  municipalities 
held  during  year  as  foUows:  Cities,  41;  towns,  62;  oountlee,  3;  States,  2;  total,  96. 
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Schedule  10. — Percentage  of  reserve  carried  by  Federal  Reserve  Bank  of  Boston  t 
close  of  business  each  Friday, 


1916 


1916 

Schedule  11. — Member  banks  liquidated  during  1916. 


Name  of  Bank. 


Location. 


Disposition. 


First  National  Bank 

United  National  Bank 

Middlesex  County  National  Bank 

Casco  National  Bank 

Melrose  Nationfd  Bank 

Byde  Park  National  Bank 

Neponset  National  Bank 

Bouthington  National  Bank 

¥1rst  National  Bank 

Bristol  County  National  Bank . . . 

Did  Boston  National  Bank. . . . 

Bingham  National  Bank 

First  National  Bank 

First  National  Bank 

First  National  Bank 

Middleboro  National  Ba&k. . . . 

Wakefield  National  Bank 

Natick  National  Bank 

Westminster  National  Bank . . . 

Merchants  National  Bank 

National  Exchange  Bank 


Plalnville,  Conn 

Providence,  R.I 

Middletown,  Conn 

Portland,  Me 

Melrose,  Mass 

Hyde  Park,  Mass 

Canton,  Mass 

Southington,  Conn 

Richmond,  Me 

Taunton,  Mass 

Boston,  Mass 

ningham.  Mass 

Hyannis,  Mass 

South  Weymouth,  Mass 

Augusta,  Me 

Middleboro,  Mass 

Wakefield,  Mass 

Natick,  Mass 

Gardner,  Mass 

Haverhill,  Mass 

Hartford,  Conn 


Formed  Plainville  Trust  Co.,  Plainvilk, 

Conn. 
Consolidated  with  Industrial  Tru.tt  Co., 

Providenoo,  R.  I. 
Consolidated  with  Middletown  Natkm&l 

Bank,  Middletown,  Conn. 
Consolidated  with  Casoo  Mercantile  Trust 

Co.,  Portland,  Me. 
Formed  Melrose  Trust  Co.,  Melrose,  Mass. 
Formed  Hyde  Park  Trust  Co.,  Hyde  Park, 


Succeeded  by  Canton  Trust  Co.,  Canton, 
Mass. 

Succeeded  by  Southington  Bank  &  Trust 
Co.,  Southington,  Conn. 

Discontinued  business. 

Succeeded  by  Taunton  National  Bank, with 
whom  it  consolidated. 

Consolidated  with  Merchants  National 
Bank,  Boston,  Mass. 

Succeeded  by  Ilingham  Trust  Co.,  Bing- 
ham, Mass. 

Succeeded  by  Hyannis  Trust  Co.,  Hyannis, 


Succeeded  bv  Weymouth  Trust  Co.,  South 
Weymouth,  Mass. 

Succeeded  by  First  National  Granite  Bank, 
Augusta,  Me. 

Succeeded  by  Middleboro  Trust  Co.,  Mid- 
dleboro. Mass. 

St«oceeded  by  Wakefield  Trust  Co.,  Wake- 
field, Mass. 

Succeeded  by  Natick  Trust  Co.,  NaUck, 
Mass. 

Succeeded  by  Gardner  Trust  Co.,  Gardner, 
Mass. 

Consolidated  with  Haverhill  National 
Banik,  Haverhill,  Mass. 

Consolidated  with  First  National  Bank, 
Hartford,  Conn. 
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Date. 


Borrowed 

Irom  Federal 

Reserve 

Bank  of 

Boston. 


Borrowed 
elsewhere. 


Acceptances 
rediscounted 


Total 
borrowed. 


Dee.  SI,  1915:. 
liar.  7, 1916... 
May  1,1916... 
Jmieao,1916.. 
Sept.  12, 1916., 
Noy.  17, 1916 » 


$235,000 
131,000 
275,000 
183,000 
497,000 
2,917,000 


$5,100,000 
3,154,000 
3,465,000 
3,762,000 
3,872,000 
4,329,000 


1584,000 
1,623,000 
3,805,000 
3,879,000 
6,320,000 
5,924,000 


$5,919,000 

4,908,000 

7,545,000 

7,824,000 

10,G89,000 

13,180,000 


•  I  Nov.  17, 1916,  does  not  include  15  banks  in  Fairfield  County,  Conn. 

Schedule  13. — Member  bank  dejoosits  in  Federal  Reserve  Bank  of  Boston  at  close  of 

ousiness  each  Friday, 

1916 


1916 

Schedule  14. — Number  of  checks  dravm  on  treasurer  of  United  States  handled  by  Federal 
Reserve  Bank  of  Boston. 


Month. 


Number 

of 
pension 
checks. 


Amount. 


Number 
of  other 
checks. 


Amount. 


Total 
number 

of 
checks. 


Total 
amount. 


1,189 

80.378 
8,160 
1,659 

28,417 
8,219 
1,739 

40,674 
9,280 
2,911 

32,120 


$30,893.80 

61,222.86 

1,631,466.50 

441,04&75 

81,874.38 

1,638,894.57 

434,429.41 

79,84L41 

1,652,61&72 

444,347.50 

112,423.12 

1,765,606.46 


2,251 
12,703 
15,528 
14,416 
13,823 
12,966 
13,788 
15,071 
13,708 
15,253 
15,145 
14,213 


$306, 438. 82 
1,629,424.96 
2,337,243.61 
2, 117, 106  23 
1,919,971.09 
1,858»766.57 
2,219,905.00 
2,473,364.00 
2, 846, 94a  41 
2,577,499.74 
2,499,389.07 
2,126,533.50 


2,880 
13,802 
45,906 
22,576 
15,482 
41,373 
22,007 
16,810 
54,382 
24,533 
18,056 
46,333 


$337,332.62 
1,690,647.82 
8,968,7iail 
2,558,154.98 
2,001,845.47 
3, 497, 66a  14 
2,654,334.41 
2,553,205.41 
4,499,559.13 
3,021,847.24 
2,611,812.19 
3,802,139.96 


165,376 


8,374,667.48 


158,855 


24,912,582.00 


324,230 


33,287,249.48 


'I^Me  are  not  included  in  schedules  of  check  ooUectioo  No.  19  and  No.  21. 
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Schedule  14a. — Government  deposits  in  Federal  Reserve  Bank  of  Boston  at  dote  cf 

business  each  Friday. 


1916 

Schedule  15. — Federal  Reserve  notes  issued. 


Donomination. 

1016 

191£ 

TotaL 

5s               

$6,236,600 

3,965,600 

88  200 

42,000 

103,300 

$3,620,000 

4,680,000 

040,000 

600.000 

980,000 

$B.846,e(n 

10s 

8,6^5,000 

20s   

72<«) 

60s 

642,000 

1 00s 

1.062.  an 

'Total 

10.424,700 

10,fi20,000 

ao,944,;n) 

Denomination. 


5s.. 

lOs.. 

20s.. 

50y.. 

100s. 


Total. 


Schedule  16. — Federal  Reserve  notes  redeemed. 
January. 


February 


$243. 200 

261.300 

20.300 

16.800 

19.000 

660,600 


Marok. 


$lfl0,750 

207.200 

32,000 

11,350 

21.900 

433,200 


April. 


$270,050 

283.400 

6,700 

13,150 

24.800 

598,100 


May. 


$271,000 

243,700 

27,500 

15,800 

19,400 

578,000 


Jane. 


$352,300 

315, 400 

25,800 

14,300 

27,400 


735,200 


July. 


$157,450 

157, 100 

11,300 

5,950 

13,500 


345,300 


August. 


$330,300 

315,  ano 

21.200 
16,300 


721.309 


Denomination. 


5s 

10s 

30s 

50s 

100s 

Total 


September. 


$122,050 
478,000 
39,600 
35,850 
55. 100 

1,031,100 


October. 


$320,860 

372. 705 

27,200 

9.350 

26.400 

756,515 


Novem- 
ber. 


$265,550 

323.800 

10.900 

12,250 

21,200 

683,700 


Decem- 
ber. 


$203,400 

222,400 

35.400 

13,800 

13.600 

488,600 


Total. 


$3,017,510 

3,180,806 

257,000 

164,900 

280,600 


6,901,615 


Redeemed 
by  United 

States 
Treasury. 


$1,219,510 

1,300,906 

85.900 

49,900 

75.500 


8,731,615 


Redeennd 

byFMeral 

Reserve 

Agent 


$1.7OfiaO0 

1,880.000 

172,  oon 

115,000 
205.000 


4,17ll^«» 
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ScHEDTTLE  17. — Federal  Reaerve  notes  of  the  Federal  Reserve  Bank  of  Boston  received 
from  other  Federal  Reserve  Banks  ana  notes  of  other  Federal  Reserve  Banks  returned 
by  Federal  Reserve  Bank  of  Boston  to  bank  of  issue. 


Returned. 


NewYofk.... 
Philadelphia.. 

ClevelADa 

Ridunond . . . . 

Atlanta 

Chicago 

St.  Louis 

Minneapolia. . . 
Kansas  Ctty... 

Dallas. 

San  Francisco. 

Total.... 


SI,  961, 750 

133,380 

13.820 

16,020 

19,465 

96,500 

12,150 

10,440 

1,785 

.     4,420 

18.240 


1,586,970 


S3, 039. 000 

180,000 
150,000 
185,000 
112.000 
24,000 
28,000 
68.500 
49,000 
74,000 
57,000 


8,966,500 


ScHBDULB  18. — Banks  granted  fiduciary  powers  under  section  11  {k)  of  the  Federal  Reserve 

Act, 


Date. 


Name. 


Location. 


Powers  granted. 


1916. 
Jan.    1 
Jan.    7 
Jan.  28 

In.  28 

Ju.  28 
Adt.  20 
Ma7  31 

Aug.  23 

Aug.  23 

8«pt.  7 
Oct.    6 

Nov.  27 
Nov.  27 
Dec.    8 


First  NaticBial  Bank.. . . 
Second  National  Bank.. 
Manufacturers  National 

Bank. 
Bath  National  Bank.... 

Canal  National  Bank . . . 
Ansonia  National  Bank. 
Beverly  National  Bank. 

Fourth  Atlantic  Na- 
tional Bank. 

National  Bank  of  Com- 
merce. 

State  National  Bank.... 

First  National  Bank. . . . 

Portland  National  Bank 
Chapin  National  Bank. 
Safety  Fund  National 
Bank. 


Bangor,He 

Nashua,  N.  H 

Lewiston,  Me 

Bath,  Me 

Portland,  Me 

Ansonia,  Conn 

Beverly,  Mass 

Boston,  Mass 

New  London,  Conn 

Windsor,  Vt 

Gardner,  Mass 

Portland.  Me 

Sprbi^eld,  Mass... 
Fitchburg,  Mass.... 


Trustee,  executor,  registrar  of  stocks  and  bonds. 
Trustee  and  registrar  of  stocks  fmd  bmids. 
Trustee,  executor, registrar  of  stocks  and  bonds. 

Trustee,  executor,  admhiistrator,  registrar  of 

stocks  and  bonds. 
Trustee ,  executor,  registrar  of  stocks  and  bonds. 
Registrar  of  stocks  and  bonds. 
Trustee,  executor,  administrator,  registrar  of 

stocks  and  bonds. 
Do. 

Registrar  of  stocks  and  bonds. 

Limited. 

Trustee,  executor,  admhiistrator,  registrar  of 

stock  and  bonds. 
Trustee,  executor,  registrar  of  stocks  and  bonds. 
Trustee. 
Trustee,  executor,  administrator,  registrar  of 

stocks  and  IxMids. 


Schedule  19. —  Volume  and  amount  of  checks  collected  by  Federal  Reserve  B<mk  of 
Boston  Jan.  1,  1916,  to  July  i,  1916. 


Checks  drawn  on 
Boston  banks. 


Items. 


Amount. 


Checks  drawn  on 
members  of  collec- 
tion system  out- 
side of  Boston. 


Items. 


Amount. 


1916: 

January.. 
February 
Mardi..:. 

June 


12.361 
9,603 
9,986 
10,626 
11,058 
8,781 


S31.220,960.00 
30,459,112.59 
39,302,937.67 
29,336,030.10 
45.785,432.18 
52,679,765.88 


21,814 
18,585 
21,371 
18,447 
20,300 
20,993 


S2, 870, 172. 61 
2,549,1^.29 
3,095,024.57 
2,269,966.96 
2,417,815.19 
2,586,395.20 
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Schedule  20. — Schedule  showing  when  the  proceeds  of  items  toiU  become  avaUahle. 

Immediate  credit: 

Checks  payable  through  clearing  hoiise  in  Boston. 
One  day  after  receipt: 

Checks  payable  through  clearing  houses  in  New  York  and  Philadelphia. 
Two  days  after  receipt: 

Checks  Da3rable  through  clearing  houses  in  Atlanta,  Chicago,  Cleveland,  Kanaa 

City,  Minneapolis,  Richmond,  St.  Louis. 
Checks  on  ban&  in  Connecticut,  Delaware,  Maine,  Massachusetts, >  New  Hamp- 
shire, N6W  Jersey,  New  York,*  Pennsylvania,*  Ehode  Island,  Vermont. 
Four  days  after  receipt: 

Checks  payable  through  clearing  houses  in  Dallas  and  New  Orleans. 
Checks  on  banks  in  Alabama,  Arkansas^  District  of  Columbia,  Florida,  Geoigia,* 
Illinois,*  Indiana,  Iowa,  Kansas,  Kentucky,  Maryland,  Michigan,  Minnesota,' 
Mississippi,  Biissouri,*  North  Carolina,  Ohio,*  South  Carolina,  Tennessee,  Mr- 
ginia,*  West  Virginia,  Wisconsin. 
Eight  days  after  receipt: 

Checks  on  banks  in  Arizona.  California,  Colorado,  Idaho,  Louisiana,*  Montana, 
Nebraska,  Nevada,  New  Mexico,  North  Dakota,  Oklahoma,  Or^on,  South 
Dakota,  Texas,*  Utah,  W^ashington,  Wyoming. 

Checks  on  banks  in — Continued.      Dayt, 

Maryland 4 

Massachusetts* 2 

Michigan 4 

Minnesota^ 4 

Mississippi 4 

Missouri  * 4 

Montana 8 

Nebraska 8 

Nevada 8 

NewHampehire 2 

New  Jersey 2 

New  Mexico 8 

New  York* 2 

North  Carolina 4 

North  Dakota 8 

Ohio* 4 

Oklahoma 8 

Oregon.... 8 

Pennsylvania  * 2 

Rhode  Island 2 

South  Carolina • 4 

South  Dakota 8 

Tennessee 4 

Texas* 8 

Utah 8 

Vermont 2 

Virginia* 4 

Washin^n 8 

WestVirginia 4 

Wisconsin 4 

Wyoming 8 


Checks    payable    throu^    clearing 
houses  in —  Days. 

Atlanta 2 

Boston 0 

Chicago 2 

Cleveland 2 

Dallas 4 

Kansas  City 2 

Minneapolis 2 

New  Orleans 4 

New  York 1 

Philadelphia 1 

Richmond 2 

St.  Louis 2 

Checks  on  banks  in — 

Alabama 4 

Arizona 8 

Arkansas 4 

California 8 

Colorado 8 

Connecticut 2 

Delaware 2 

District  of  Columbia 4 

Florida 4 

Georgia* 4 

Idaho 8 

4 

4 

4 

4 

4 

8 

2 


Illinois*. 

Indiana 

Iowa 

Kansas 

Kentucky.. 
Louisiana*. 
Maine 


1  Except  checks  payable  through  clearing  hooses  in  Federal  Beeerve  oities. 
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Schedule  21. —  Volume  of  checks  handled  for  members  and  for  other  Federal  Reserve 
Banks  J  July  15,  1916,  to  Dec.  SI,  1916. 


Date  {md  by  wh<Hn  deposited. 

Drawn  on  N.E.,  in- 
cluding Boston. 

Drawn  on  other  dis- 
tricts. 

Total. 

Items. 

Amount. 

Items. 

Amount. 

Items. 

Amount. 

July  15  to  Aug.  31: 

Members  l>istrict  No;  1 

Othff  Federal  Reserve  Banks. 

1,157,250 
39;  974 

1128.744,928 
60,299,024 

41,887 

$29,566,301 

1,199,137 
39,974 

$158,311,229 
50,299,024 

Total 

1,197,224 

179,043,952 

41,887 

29.566,301 

1,239,111 

208,610,253 

September: 

Members  DistHct  No.  1 

Othfsr  Fedffl^l  R^^serve  Banks.  . 

733,690 
48,543 

88,160,535 
44,999;  100 

40,879 


27,712,638 

774,569 
48,543 

115,873,173 
44,990,100 

Total 

782,233 

133,150,635 

40,879 

27,712,638 

823,112 

160,872,273 

October: 

Members  District  No.  1 , 

father  FedflTAi  Reserve  Banks.   . 

791,203 

68,870 

102,688,132 
60,615,197 

56,020 

35,897,946 

847,223 

58,870 

138,588,078 
60,615,197 

Total 

850,073 

163,303,329 

56,020 

35,807,946 

906,003 

199,201,275 

NoTcmber: 

Members  District  No.  1 

nthfr  Fed<n^1  R<vvw^e  Bank^- . 

773,984 
69,718 

104,927,606 
74,410,506 

59,862 

35,642,472 

833,846 
69,718 

140,570,078 
74,410,506 

Total 

843,702 

179,338,112 

50,862 

35,642,472 

903,564 

214,980,584 

Decanber: 

Members  District  No.  1 

817,258 
83,273 

104,106,865 
77,706,685 

75,334 

37,306,389 

892,502 
83,273 

141,413,254 
77,706,585 

Total 

900,531 

181,813,450 

75,334 

37,306.389 

975,865 

219,119,839 

Total: 

Members  District  No.  1 

4,273,385 
300,878 

628,628,066 
308,030,412 

273,982 

166,125,746 

4,547,367 
300.378 

694,753,812 
308,030,412 

Total 

4,573,763 

836,658,478 

273,982 

166,125,746 

4,847,745 

1,002,784,224 

This  schedule  doei  not  include  Government  checks  shown  in  schedule  14. 
Schedule  22. — Gold  Settlement  Fund  operations,  Jan.  1,  1916,  to  Dec.  SI,  1916. 


Amount  re- 
ceived in  set- 
tlement of 
accounts  due 
from  other 
Federal  Re- 
serve Banks. 

Amount  paid 
In  settlement 
of  aocotmts 
due  to  other 
Federal  Re- 

Net  gain. 

Net  loss. 

New  York 

$227,904,000 
140,203,000 
15,289,000 
10.185,000 
6,466,000 
61,901,000 
16.369,000 
4,840,000 
3,400,000 
1,526,000 
3,098,000 

$197,826,000 

97,118,000 

11,288.000 

16,878,000 

10,548,000 

96,796,000 

25,069,000 

8,655,000 

15,510,000 

3,357,000 

1,385,000 

$30,079,000 
49.085,030 
4,001,000 

T^flBd4»lnhia               

cSvSiS  ...:.:::.:.-...:...... : 

Rii^unoQd.           

$6,603,000 

Atlanta 

4,082.000 

HitcMW 

34,895,000 

fit.  Louis..' 

8,700,000 

Mini»««*i>oll€           , , 

3,815.000 

^anmsCity         

- 

12.110,000 

Dalb^     "'           

1,831,000 

San  Francisco     

1,713,000 

Total       

497,181,000 

484,429,000 
12,752,000 

84,878,000 

72,126.000 

finh                           ,   ,     

12,752,000 

75284*^—17 15 
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Schedule  22, ^Gold  Settlement  Fund  operations,  Jan.  1,  1916,  to  Dec^  31, 1916— don. 
TOTAL  EXCHANGE  THROIGH  GOLD  SETTLEMENT  FUND  BY  MONTHS. 


Amoant 
received. 


i 


1916: 

January $18,914,000 

Fpbruary 22.207,000 

March I  31,708,000 

April 27,»2,00D 

May 30,720.000 

June '  38,381,000 

July I  36,019.000 

August I  38,513,000 

Keptomber 39,940,000 

October S7, 416. 000 

November i  «5, 117, 000 

Dooember '  60, 054, 000 

Total I  497.181,000 


Schedule  23. — Honey  rates  in  Boston,  1916. 


Amoant 

pail 


120,816.000 
21,828.flW 
31.437,000 
22,883,000 
28.S43.000 
85.955,000 
21,229.000 
35.579.000 
39.966.000 

5i.m.no 

96,206.000 
61.9K.O00 


184.429.000 


Call  money 

Commprrial  paper. 

Year  money 

AeoeDtances 

Town  notes 


Jan. 

Feb.] 

Mar.; 

Apr. 

a 

3 

3 

3 

3  -4 

3-3} 
4-4i 

31-4 

3i-4 

4-4i 

4-ti 

4-U 

2-3 

2-3 

2 -a 

2  -3 

ii-2J 

25 

21-2J 

2i-3 

1:1 
May.  I  June.  July.   Aug. ;  Sept    Oct,    Nov.  I  Dec: 


3  -3i:  3 

I  3J-1J   4 


3  -4 


3     3-4i!4-4 


i!4-^ 


Schedule  24. — Classification  by  maturities  of  investments  {exclusive  of  United  StMta 
Becurities)  at  dose  of  businees  Dec.  SI,  1916. 


10  days. 


30  days.        66  days.        90  days. 


Bills  discounted,  members....  $1,977,417.33   $7%,  840. 60     $61,818.65     $34,500.00 
Trade  afceptanops  discounted.         2.=i,fl94.53|      76,221.as     257,822.291 

Member  bank  collotcral  notag.;  525, (XK).  00 

Forci<?ii  bankers'  acceptances.'  488,600. 19 
Domestic    bankers'    arrcpt-  I 

anccs I  255, 481. 93 

Warrants '        74, 087. 50 


1, 443, 820. 7515, 552, 499. 82J2, 135, 736. 88 


505, 573. 22  1, 224, 724. 83  1, 118, 73a  19 
186,500.001    265,170.831     19^343.90 


82J2,1 


Total I  3, 346, 28L  48  2, 998, 956. 45  7, 362, 036. 42,3, 482, 310. 97 

i  I  ■  I 


Over 
90da3^. 


Total 


.!»2,860,576i» 
.1      3a,738.:D 

.!     525,ooaoo 

.,  9,630,657.64 


!  3,104,5iai: 

$170,90a00j      890.002.S 


170, 900.00. 17, 360, 4S5. 32 
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Results  or  Operation. 

(1)    BALANCE   SHEET. 

The  foMowiBg  is  a  statement  comparing  the  <50!Miition  of  th« 
Federal  Reserre  Bank  of  New  York  on  DecenAer  31,  1915,  and 
December  30,  1916,  and  showing  the  increase  and  decrease  in  the 
various  items  of  resources  and  UabiUties. 


nw.  30, 1«6. 


Der.  81, 1916. 


Increase. 


Decrease. 


Eamfne  assets: 

Bills  dist'ounted  for  member  banks 

Acceptances  purchased ^ 

Municipal  warrants 

United  States  bonds 

United  Btatas  oDe-Tsar  Tnesorj  notes. 


$7,071,158.55 

41,«7,1S4.04 

972.311.62 

1,042.550.00 

1.206.0e0.00 


$236,472.08 
9.546,011.06 
1.198,585.98 


$6,834,686.47 
31,911,172.98 


1,042.550.00  L 

i,aB,ooo.eo  i. 


$226,274.36 


Total. 


61,748.204.21 


ie.9Sl,0«0.12 


40.998.409.46  i     226.274.30 


Tteoon'o  casli: 

Gold  coin  and  certificates 

Gold  settlement  fund 

Gold  red^nption  fund  for  Federal  Reserve 

notes 

L^al  tender  notes 

Silver  ottlificatesaud  coin 


159.321,257.50 
20,570,000.00 

250.000.00 
11.188,200.00 
4,077,274.80 


169.073.827.50 
5.717,000.00 

55,000.00 

5.691.765.00 

284.322.40 


14,8.53.000.00  j 

195,000.00 
5,496.435.00 
3,792.952.40 


.'9,752,570.00 


Total. 

Other  resources: 

IMeral  reserve  notes  asd  otlier  vash  on 

hand 

Items  in  proreas  of  coDection 

Hxc^ianges  for  clearing  house  and  cash 

items 

Interest  accrued  on  United  States  bonds. . 

Cost  of  unissued  Federal  Reserve  notes 

Expense  of  organization 

Furniture  and  equipment , 

Expenses  paid  In  advance,  etc 


Total 

Total  resonrees. 

LULBtunzs. 
Capital  fund: 

Capital  paid  in 

Profit  and  loss 


195,466.732.30 


180.821,914.90 


24,537,387.40 


9.752.570.00 


13.865.897.46 
28,077.418.64 

2,503,168.21 

12,-501.88 

235,598.86 


1«.  180, 530. 94 


8,753.52 


987,566.35 

8,147.92 

232,086.79 

122.335.01 

26. 980. 36 

6,312.18 


28,077,418.64 

1,515,601.86 
4,353.96 
3,512.07 


2,314,633.48 


2.441.34 


89.703.8.^8.57 


17.  .563. 959. 55 


24. 803,  .827. 87 


2.463.948.85 


286.858.275.68 


209.306.943.57 


»  77.491,331.51 


11,865,756.00 
163,063.98 


Total. 


12,028.813.98 


11,063,1.50.00 
2  111.22 


802,606.00 
163,175,20 


11.063,a*J8.78 


965, 775. 20 


Deposits: 

D  ue  to  United  States  Oovemment 

Due  to  member  banks,  reserve  balances. . 
Due  to  member  banks.  nnooUected  funds. 
Due  to  other  Federal  Reserve  Banks- 
Collected  Timds,  net 

UnoDllected  funds 

Caahler's  checks  outstanding 


8. 5n,  391. 94 

237,967,854.87 

18,552,984.84 

12.373,721.91 
2,085,975.49 

1>«,275.81 


Total., 


179,404,501.65 


3.571.391.94 
58,502,853.22 
18,552,984.84 


17,886,055.54 


841.219.44 


2.085,975.49 


^Net. 


274.fi79.704.86  1198.131.776.63  |  82.713,205.49 
«Doflfit. 


122.335.01 
26,980.36 


5,512.333.63 


652.943.63 


6.165.277.26 
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Dec.  30, 1916. 

Dec.  31, 1915. 

Increase. 

DecresM. 

UABaiTiEs— continued. 

Other  liabilities: 

Liability  on  Federal  Reserve  notes 

1140,000.00 

31,520.01 

60S.  15 

$140,000.00 

TlnAArned  dis^^onnt 

$140, 246  60 
9,500.64 

Sundry  reserves. 

S117,628.08 

Total , 

149,756.24 

172, 128. 16 

117,628.08 

14O.00a0D 

Totalliabilities 

286.858.275.08 

209,366,943.57 

»  77,491,331.51 

* 

FEDERAL  EESEBVE  AGENT. 

Resources:  Gold  to  reduce  note  liability 

107.003,765.00 

89.440,000.00 

18,563,765.00 

Liabilities:  Notes  outstanding 

107,003,765.00 

89,440,000.00 

18,563,765.00 

» Net. 

The  most  noticeable  features  of  the  statement  are  the  increase  in 
the  investments,  principally  acceptances  pm'chased,  and  the  increase 
in  the  member  bank  deposits,  due  partly  to  expansion  of  their  own 
deposits  and  partly  to  the  excess  balances  which  some  of  them 
maintain. 

(2)    INCOME   AND   EXPENSES. 

The  following  statement  shdws  the  income  and  expenses  of  the  bank 
for  the  years  1915  and  1916: 


1916 


1915 


INCOME. 


Bills  discounted  for  members 

Acceptances  bought 

United  States  securities : 

Municipal  warrants 

Profltrealized  on  United  States  bonds 

Commissions  received 

Service  charges 

Sundry  profits 

Excess  of  expense  over  income,  carried  to  profit  and  loss. , 


937,368.26 
530,483.75 
81,644.49 
214, 122. 13 
43,515.01 
42,387.09 
32,959.90 
1,128.59 


|36,84&9I 
97,054.10 


191,868.68 
■*9,'437.n 


9,833.85 
in.  22 


Total. 


083,609.22  !    345,146.55 


Directors'  fees,  outside  conferences  and  Federal  Advisory  Council . 
Salaries 


Rent. 

General  expenses 

Cost  of  Feaeral  Reserve  notes  used 

Assessment  for  expenses  of  Federal  Reserve  Board . 

Total 

Net  earnings 


10,764.51 
215,307.83 

45.8ia04 
151,200.36 

96,240.00 

39,029.38 


557,352.12 


Charged  off,  Dec.  30, 1916: 

O  rgamzation  expense $72, 289. 96 

Furniture  and  equipment 63,442.17 

Sundry 347.98 

Dividend  paid 127,113.01 


426,257.10 


263,193.12 


Amount  carried  over  to  profit  and  loss. 


163,063.98 


18.240.73 
154.043.06 
42,749.96 
44,472.23 

63,waoo 

2l,84a60 


345.146.56 


The  principal  increase  is  due  to  the  income  from  acceptances  pur- 
chased. The  item  ''Commissions  received"  represents,  principally 
the  allowance  made  by  other  Federal  Reserve  Banks  to  this  bank  for, 
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purchasing  and  caring  for  investments  made  for  their  account  in  the 
New  York  market.  The  item  '^Service  charges''  represents  the  ag- 
gr^ate  of  charges,  at  1  cent  per  item,  made  to  member  banks  depos- 
iting checks  with  this  bank  for  collection.  Both  of  these  items  are, 
in  their  nature,  deductions  from  the  expenses  of  the  bank  rather  than 
credits  to  income,  but  it  has  seemed  clearer  to  show  them  among  the 
items  of  income. 

The  increase  in  the  salary  item  arises  from  the  increase  of  the  staflF, 
due  partly  to  the  general  development  of  the  business  of  the  bank 
and  partly  to  the  growth  of  the  collection  system.  The  general  ex- 
pense item  for  1916  includes  $58,751.15,  charged  to  general  expenses 
in  monthly  installments  during  the  year,  representing  the  amortization 
of  the  organization  expenses  and  furniture  and  equipment;  $12,937.70 
representing  the  cost  of  redeeming  Federal  Reserve  notes,  and 
$12,582.92,  representing  service  charges  paid  other  Federal  Reserve 
Banks  for  items  sent  them  for  collection,  no  similar  items  having  been 
included  in  general  expenses  for  1915. 

At  the  close  of  the  year,  in  connection  with  the  payment  of  the  first 
installment  of  the  accrued  dividends,  the  entire  balance  in  the  organi- 
zation expense  and  the  furniture  and  equipment  accoimts,  aggregating 
$135,732.13,  was  charged  oflf  and  a  balance  of  $163,063.98  was  car- 
ried forward  to  profit  and  loss.  The  only  item  of  a  nonliquidating 
character  now  carried  in  the  balance  sheet  is  the  amount  of  $235,598.86 
representing  the  cost  of  unissued  Federal  Reserve  notes.  The  cost 
of  printing  Federal  Reserve  notes  and  maintaining  a  large  supply' of 
them  in  New  York  and  Washington  is  charged  to  this  account,  and 
whenever  any  are  issued  to  this  bank  for  use  the  account  is  credited 
with  the  proportionate  cost. 

On  December  15  the  directors  declared  a  dividend  at  the  rate  of 
6  per  cent  per  annum  from  November  2,  1914,  to  March  31,  1915, 
aggr^ating  $127,113.01,  which  was  credited  to  the  member  banks  on 
December  30,  1916. 

(3)    RESERVE   POSITION. 

The  following  table  shows  the  reserve  position  of  the  bank  at  the 
close  of  business  each  month  during  the  year: 


1916. 

Net  deposits. 

Total  reserve. 

tender 
notes. 

Silver  and 

silver 
certificates. 

Gold  and  gold 

Gold  with 
Federal 
Reserve 
Agent. 

Jin.31 

1208,798,935.54 
209.818.946.90 
207.446,502.45 
192.610,702.28 
215,138,290.18 
218,614.623.88 
217,325,003.36 
207.995.176.68 
210.134,122.36 
228.771,982.10 
203,290.119.62 
249,099,118.01 

1176.166,295.25 
178,143.417.00 
170,140,997.90 
156,189,343.35 
167.565,327.30 
181,180,118.30 
175,842,078.15 
165,664.667.10 
174.708,731.55 
191,848,674.70 
165,764,526.80 
195,406,732.30 

$3,050,435 
5,034,685 
1,741,047 
1,840,765 

13,079,355 
9,639,020 
6,674,565 
1.767,645 
2.258,605 
1,837,510 
2,973,380 

11,188,200 

12,546,060.25 

284,947.00 

113,658.40 

3,905,545.85 

5,981,134.80 

10,972,688.30 

8,913.683.15 

3.778,552.10 

725,669.05 

566,729.15 

1,084,437.40 

4,077,274.80 

1170,569,800.00 
172,823,785.00 
168,286,292.50 
150,353,032.50 
148.504,837.50 
160,568,410.00 
161,353,830.00 
160,118.470.00 
171.724.457.50 
189,444,435.65 
161,706,709.40 
180,141,257.50 

194,240,000 
77,634,700 
75.125.400 
70,791,200 
74,390,200 
69,473.500 
66,041,200 
68,995,800 
78,413,600 
84.230,816 
90,733.015 

107.003,766 

Feb.  29 

Mir.Sl 

Apr.29 

mSw31 

Juneao 

July  31 

Aug.  31 

8^30.. ::: :: 

Oct.31 

N0T.30:. :::::.. 

Dee.  81 
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(4)    DISCOUNT   BATES. 

The  discount  rates  established  by  the  Federal  Reserve  Bank  of  New 
York  during  the  year  and  the  rates  at  which  acceptances  were  pur- 
chased in  the  open  market  have  been  as  follows: 


Month. 


January 

February. . . 

March 

April 

May 

June 

July 

August 

September.. 

Octol)er 

November. . 
December . . 


Discoimt  rates  for  various  maturities. 


10 

days 

or  less. 


15  days 
or  less 
(includ- 
ing  col- 
lateral 
loans). 


11  to  30 
da>T;^  in- 
clusive. 


16  to  30 
days,  in- 
clusive. 


31  to  60 
days,  in- 
clusive. 


61  to  90 
days,  in- 
clusive. 


Agricul- 
tural 

flday^ 

to  6 
months. 


Rates  at  whidi  ae- 
oeptanMs  we 
purcha&el  in  the 
opoi  market. 


Bankers' 
accept- 
ances. 


Indorsed 
trade 
bills  o( 
foreign 
orJjgUL 


21-2! 

2-21 

ti-3 

3-3J 


January  to  September,  trade  acceptances,  11  to  W  days,  2k  per  oent.    October  to  Deoembo-,  trade  ac- 
ceptances. 16  to  00  days,  3}  per  cent. 

The  estabUfihed  discount  rates,  until  the  last  few  weeks  of  the  y«ar, 
were  above  the  market  rates  for  conunercial  pap^r.  In  accordance 
with  the  pohcy  referred  to  in  the  last  aanual  report  and  during  the 
present  period  of  abundant  bank  reserves  this  bank  has  continued 
to  maintain  its  discount  rat^  somewhftt  higher  thwi  the  level  of 
current  rates  for  commercial  paper  in  order  not  to  stimidate  the  use 
of  its  resources.  In  periods  of  ease  of  money  it  is  not  to  be  expected 
that  member  banks  will  rediscount  with  this  bank,  but  during  the 
rise  in  money  which  occurred  in  December,  1916,  when  rates  for 
commercial  paper  rose  somewhat  above  the  level  of  the  established 
discount  rates  of  this  bank  member  banks  did  not  hesitate  to  redis- 
count freely. 

During  the  first  half  of  the  year  the  purchases  of  bankers'  accept- 
ances in  the  open  market  in  increasing  volume  by  Federal  Reserve 
Banks  undoubtedly  had  the  effect  of  keeping  the  market  rate  for 
such  acceptances  slightly  below  the  level  it  would  otherwise  have 
maintained.  One  of  the  purposes  of  the  Federal  Reserve  Banks  in 
purchasing  acceptances  at  rather  low  rates  was  to  stimulate  the  draw- 
ing of  *  *  dollar  bills  "  in  foreign  countries.  While  this  gave  the  holder 
of  such  bills  a  very  profitable  market  in  which  to  sell  them,  it  tended, 
on  the  other  hand,  to  keep  that  market  rather  limited  and  to  dis- 
courage many  possible  purchasers  from  entering  it.  During  the  late 
autumn  the  rates  at  which  Federal  Reserv  e  Banks  purchased  biBs 
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gradually  rose  and  a  freer  market  developed,  attracting  the  funds  of 
many  institutions  throughout  the  country  which  had  hitherto  re- 
frained from  purchasing  acceptances. 

(5)    MATURITIES. 

The  following  statement  shows  the  maturities  of  investments,  other 
than  United  States  securities,  held  by  the  Federal  Reserve  Bank  of 
New  York  December  30,  1916 : 


Within  H)  days 

lltoSOdftys 

II  to  60  days 

II  to  90  days 

9l4iys<9mantiifl). 


Total. 


Bills  dis- 
counted. 


Warrants. 


- 


$566,258.63 

5.397,785.01 

1,012,548.41 

94,566.50 


$78,516.74 
365,512.50 
334,943.46 
195,338.92 


7,071,158.55  I  072,311.62 


Acceptances. 


$7,142,780.23 
11,211,476.10 
12,770,380.96 
1,0,332,537.75 


41,457,184.04 


Totals. 


$7,709,047.86 
16,685,777.© 
14,148,441.87 
10,762,047.71 
195,338.92 


49,500,654.21 


Inyestments  of  the  Federal  Reserve  Bank  op  New  York 

During  1916. 

(1)  member  bank  rediscounts  and  advances. 

Since  Jfimuary  1, 1916,  302  applications  for  rediscounts  or  advances 
aggregating  $22,501,332.41  have  been  received  from  62  member 
banks,  of  which  16  were  located  in  New  York  City  and  46  elsewhere 
in  the  district. 

A  recent  amendment  to  the  Federal  Reserve  Act  permits  a  member 
bank  to  borrow  for  not  exceeding  15  days  from  a  Federal  Reserve 
Bank  on  its  own  note  secured  by  eligible  paper  or  United  States 
bonds.  Member  banks  are  thus  enabled  to  borrow  for  short  periods 
on  the  security  of  paper  having  not  more  than  90  days  to  run  and 
without  the  accounting  labor  either  to  them  or  to  the  Reserve  Bank 
of  recording  and  computing  interest  on  large  numbers  of  small  notes. 
The  total  amount  advanced  by  the  bank  in  this  manner  during  the 
year  was  $7,939,400  out  of  a  total  of  $22,329,581.81  borrowed  by 
member  banks.  The  total  amount  of  trade  acceptances  discounted 
was  $166,564.16. 

Daring  the  period  of  unsettlement  which  prevailed  in  the  stock 
and  money  markets  during  the  latter  part  of  December  several  of 
the  large  New  York  City  banks  made  use  of  the  rediscount  f  acihties 
of  this  bank  for  the  first  time.  The  amount  thus  rediscoxmted  for 
or  advanced  to  New  York  City  banks  during  the  month  of  December 
was  $15,621,973. 

The  district  \s  distinctly  a  creditor  district,  and  its  banks  are 
lenders  rather  than  borrowers  of  money.  On  Jtme  30, 1916,  the  total 
amount   borrowed  by  our   member  banks  from  all    sources   was 
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$4,909,000  against  total  member  bank  borrowings   for  the  entire 
country  on- the  same  date  of  $69,067,000. 

The  following  is  a  statement  of  discounts  for  and  advances  to 
member  banks,  by  months,  during  1916  as  compared  with  similar 
transactions  during  1915: 


Month. 


1916 


Number 
of  items. 


Amoont. 


1915 


Number 
of  items. 


Amoont. 


January 

February . . 

March 

April 

May 

June 

July 

August 

September . 

October 

November . 
December. . 

Total 


117 
73 
249 
149 
307 
325 
116 
241 
105 
177 
79 
567 


<12S, 

98, 

304. 

149, 

191, 

348, 

235, 

586. 

660, 

1,035, 

715, 

17.977, 


655.65 
304.35 
638  35 
950.15 
290.38 
405.34 
494.37 
851.00 
583.29 
118.65 
293.90 
996.38 


139 
184 
167 
241 
207 
426 
259 
124 
211 
107 
64 
132 


Sl.642.303.85 
1,046,307.8 
190,652.27 
216,440.17 
235,957.67 
280,51&48 
333.9».]8 
157,026.34 
286,208.77 
137,183.62 
152,33aS 
131,661.74 


2,505 


22,329,581.81 


2,261 


4,819,546.87 


The  following  figures  show  certain  data  concerning  the  rediscount 
operations  during  1915  and  1916: 


191/5 


1915 


Number  of  applications  received 

Amount  of  applications  received 

Amount  of  applications  accepted  and  discounted  or  advanced  upon 

LargBst  application 

Smallest  application 

Number  of  pieces  of  paper  discounted 

Lveest  piece  of  paper  discounted 

Smallest  piece  of  paper  discounted 

Average  size  of  notes  discounted 

Number  of  banks  rediscounting 


302 

622,501,332.41 

622,329,581.81 

S3,877.00a00 

$45a00 

2,502 

ii,ooo,ooaoo 

118.00 

18,914.01 

62 


2J7 

611,384,037.63 

$9,068,632141 

S2,182,50a00 

6i,m5.a» 

2,676 
S300,QOaOO 

S2aao 

63,613.(19 


(2)    bankers'    ACCEPTANCES   AND  THE   DISCOUNT  MABKET. 

This  year  has  witnessed  a  remarkable  increase  in  the  volume  of 
business  financed  in  this  country  imder  bankers'  acceptance  credits, 
or  ''dollar  credits"  as  they  are  called  both  at  home  and  abroad. 

The  following  is  a  statement  gathered  from  reports  made  to  public 
officials  in  the  months  of  March,  September,  and  November,  1916, 
showing  the  amount  of  acceptance  liabiUties  of  national  banks  in 
district  No.  2  and  trust  companies  and  State  banks  in  the  State  of 
New  York: 


March. 


September. 


November. 


Natfonal  banlr^ _. 

121,361,952 

55,374,908 

2,501,970 

$44,300,877 

68,588,558 

2,787,995 

$54,445,056 
88,  m  874 

Trust  companies 

State  »>anltff , 

4,K4,% 

Total 

79,238,825 

116,677,430  1      147. 433. 088 
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As  origmally  passed,  the  Act  permitted  national  banks  to  accept 
only  bills  arising  out  of  transactions  involving  the  importation  or 
exportation  of  goods,  but  under  the  amendment  of  September  7, 
1916,  national  banks  may  now  accept  bills  covering  domestic  ship- 
ments or  secured  by  the  pledge  of  readily  marketable  goods  in  stor- 
age. The  immediate  effect  of  this  amendment  was  to  cause  a  sub- 
stantial volume  of  staple  commodities,  such  as  cotton,  grain,  and 
metals,  to  be  carried  or  shipped  within  the  United  States  under 
bank  acceptances  instead  of  imder  direct  biank  loans,  with  bene- 
ficial results  to  the  producers,  merchants,  and  manufacturers 
affected  owing  to  their  ability  to  '  draw  their  supply  of  f imds  from 
wider  markets  and  sometimes  at  lower  rates  than  before. 

The  permission  granted  by  the  same  amendment  to  member  banks 
to  accept  bills  for  the  purpose  of  furnishing  ''dollar  exchange"  in 
certain  countries  where  trade  usages  require  it  is  already  beginning 
to  be  availed  of. 

Some  progress  has  been  made  during^the  year  in  the  development 
of  a  discount  market.  Responsible  banking  and  brokerage  houses 
have  become  dealers  and  specialists  in  bankers'  acceptances,  pur- 
chasing them  at  wholesale  as  they  are  accepted  and  offered  in  this 
country,  quoting  rates  by  cable  to  foreign  countries  where  they 
originate  as  bills  of  exchange,  and  contracting  for  their  purchase 
upon  arrival  here.  This  is  giving  an  increasing  currency  and  stability 
to  the  "dollar"  bill  in  foreign  markets. 

The  demand  for  such  bills  during  the  year  from  banks  and  other 
investors  requiring  liquid  assets  of  short  maturity  has  generally 
exceeded  the  supply  and  has  tended  to  keep  the  rates  for  them  well 
below  those  commanded  by  any  other  form  of  commercial  credit 
instrument.  The  ease  with  which  they  were  negotiated  at  stable 
rates  during  periods  when  other  money  rates  rose  abruptly  demon- 
strated in  a  convincing  way  their  desirability  as  prime  and  liquid 
banking  assets,  which  has  long  been  recognized  in  other  coimtries. 

The  liberal  purchase  of  bankers'  acceptances  by  the  reserve  banks 
has  undoubtedly  added  stability  to  the  open  market  and  aided  its 
development. 

The  number  of  makers  as  well  as  of  buyers  of  bankers'  acceptances 
increased  substantially  during  the  year.  During  the  latter  half  of 
the  year  the  somewhat  higher  discoimt  rates  which  prevailed  for 
bankers'  acceptances  induced  many  banks  outside  of  the  larger 
cities,  including  a  number  of  banks  in  western  and  southern  points, 
to  make  investments  in  them  and  added  in  an  encouraging  manner 
to  the  breadth  of  the  discoimt  market.  Among  those  undertaking 
the  granting  of  acceptance  credits  were  a  number  of  private  bankers, 
most  of  whom  have  cooperated  and  established  relations  with  the 
Federal  Reserve  Bank  of  New  York  by  giving  its  officers  such  state- 


Digitized  by  VjOOQ  IC 


228 


ANNUAL  BEPOfiT  OF   THE  FEDERAL  BESEfiVE   BOARD. 


ments  of  condition  as  the  regulations  of  the  Federal  Reserve  Board 
require  to  maJke  their  acceptances  eligible  for  purchase  by  Fed^ 
Eeserve  Banks.  During  the  year  also  several  of  the  foreign-trade 
banks  of  other  countries  having  branches  in  New  York  City  have 
likewise  £led  statements  of  condition  with  this  bank  in  order  that 
tliis  bank  might  be  in  a  position  to  purchase  trade  bills  on  American 
firms  indorsed  by  them. 

The  volume  of  American  acceptances  current  at  the  close  of  1916, 
including  those  of  fionmember  banks  and  piivate  bankers,  and  trade 
bills  of  foreign  origin  drawn  on  American  firms  and  indorsed  by 
banks,  is  estimated  to  be  about  $250,000,000. 

During  the  year  the  Federal  Reserve  Bank  of  New  York  has 
followed  the  same  poUcy  in  purchasing  acceptances  as  during  the 
previous  year.  The  acceptances  of  nonmember  banks  and  o(  private 
bankers  have  been  purchased  as  freely  as  those  of  member  banks, 
although  the  rate  on  the  latter  has  been  slightly  more  favorable.  In 
order  to  encourage  the  indorsement  of  bills  a  slight  differential  has 
also  been  made  in  favor  of  bills  indorsed  by  prime  banks  or  bankers. 

The  monthly  purchases  of  acceptanees  and  indorsed  trade  Mis  by 
this  bank  for  itself  and  other  Federal  Reserve  Banks  have  been  as 

follows: 

Acceptances  purdiased. 


Month. 


For  aocount  of  Federal 
Beaervs  Bank  of  Kew 
York. 


Number 

of  items. 


Amount. 


For  aeoount  4sf  other 
Fedetal  Reserve  Baaks. 


Nmnber 
of  items. 


Amoant. 


January 

February . . . 

March 

April 

May 

June 

Jtdy 

August 

September . . 

October 

November . . 
neoember.. 

Total. 


CLASSIFICA.T30K. 


Import  ouA  expert 

Domestjo... « 

Indorsed  trade  btlls  of  forclsn  origin 

Bills  drawn  to  fomiih  **  DoUar  exchange  " 


Total. 


S21 
318 
422 
375 
248 
821 
«17 
241 
391 
673 
R44  I 
1,025 


13,952,829.10 
5,332,262.69 
8,360,863.35 
6,315,912.77 
5,810, 107.  «7 
15,676,835.43 
18, 615, 3».  81 
8,352,138.82 
8, 218, 0».  57 
I3,m),  297. 20 
17,982, 141.  «4 
16,659,784.04 


168 
308 
441 
186 
565 

1,287 
976 
776 
067 

1,042 
919 

1,032 


tl,74«,I«.40 
4,132,336.01 
6,002,38117 
4,506,359168 
0,448.715.0 
18,302,52110 
10,413,59L87 
11,727,725.41 
13,585.  aM.M 
15,145,972.77 
14,191,741.94 
17,380,59L85 


6,29«i      123,40<i,M9.59 


8,667 


126,4S7,939.46 


.    112,6r>4,618.27 
.       6,485,112.43  ' 
.!      4,0a6,81S.89  ! 
230,000.00  ] 


121,536,683.33 
1,363,^97 
3,589,001.0$ 


.    123,406,549.59  1. 

1  I 


126, 487,9881 40 


(3)    UNITED   STATES   BOND   OPERATIONS. 

During  the  year  this  bank  has  purchased  from  member  hanis  and  in 
the  open  market  $7,818,750  of  United  States  2  per  eent  bonds  bearing 
the  circulation  privUege,  of  which  it  has  converted  $6,476^00,  its  fnl 
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quota  Hikder  the  prorislons  of  law  and  the  rnlii^  of  the  Secretarjr 
ill  ibe  IVewMiiy  iiad  the  Fedca^al  fieserre  Board,  into  S3, 239,200 
30-year  3  per  cent  "conversion  bonds"  and  $3,237,000  1-year  3  per 
cent  gold  notes  of  the  United  States. 

The  30-year  3  per  -cent  conversion  bonds  have  no  circulation 
privilege,  but  are  accepted  as  security  for  deposits  of  public  moneys. 

Believing  that  it  was  one  of  the  purposes  of  the  Act  to  refund  the 
United  States  2  per  ceait  boaids  by  issues,  devoid  of  special  features 
attractive  only  to  bai^^  which  would  find  a  market  aJOonginvestoiB 
desiring  a  bond  of  the  highest  security  aixd  aJt  the  same  time  exempt 
from  hoth  personal  itnd  income  taxes,  this  bank  has  sold  in  the  open 
market  a  portion  of  its  holdings  of  both  'classes  of  bonds^  The  bonds 
have  been  taken  largely  by  poivate  investors  and  have  not  come  again 
in  the  market,  indicating  a  steady  demand  for  tilie  issues. 

The  outstanding  national-bank  notes  decreased  from  $746,679,970 
on  December  31, 1915,  to  $708,817,446  on  Docemher  30, 1916,  largely 
through  the  purchase  of  United  States  2  p^  cent  bonds  by  Federal 
B^erve  Bajdcs. 

Detaik  o£  transactions  in  United  States  bonds  will  be  found  in  the 
appendix^ 

(4)    MUNICIPAL  WAERANTS. 

I>uring  the  year  the  monthly  purchases  of  warrants  by  this  bank 
for  itself  and  other  Federal  Reserve  Banks  have  been  as  follows: 


Month. 


ForaooouiU 

of  Fedsral 

Reserve 

Bank  of 

New  Yofk. 


For  account 
of  other  Fed- 
eral Reserve 
Banks. 


Month. 


For  account 

of  Federal 

Reserve 

Bank  of 

New  York. 


I 


For  account 
of  other 
Federal 
Reserve 
Banks. 


January.. 
February. 

March 

April 

May 

June 

laly 


•6,110,000 
5,530,000 
1,536,000 
6,797,500 
1,532,000 
2,068,000 
1,983,500 


$1,115,000 
6,990,000 
4,010,000 
293,000 
2,800,000 
2,947,000 
1,396,000 


AOffilst 

September.. 

1  October 

November.. 
Beoember.. 

Total. 


1112,500 
1,202,000 
8,560,000 
4,971,500 
1,925,000 


$313,000 
4,650,000 

365,000 
1,300,000 


96,328,000  I    26,190,000 


Average  rate  for  year,  2.46+. 

The  rates  have  ranged  from  2i  per  cent  to  3J  per  cent,  according 
to  the  state  of  the  market,  the  maturities,  and  the  credit  of  the  issuing 
nranicipality. 

The  requirements  of  eUgihihtj  for  purchase  by  reserve  banks  hav^ 
become  better  understood  both  by  municipaUties  issuing  warrants 
and  by  dealers,  with  the  result  that  of  those  offered  fewer  have  to  be 
declmed  on  accoimt  of  technical  defects,  and  more  standard  forms 
of  instruments  are  now  being  issued. 

While  the  larger  nrunicipalrties  have  quite  generally  availed  of  the 
wider  market  thus  created  for  eligible  warrants,  the  smaller  ones  have 
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not  done  so,  and  member  banks  located  in  the  smaller  municipalities 
have  seldom  offered  their  local  warrants^  which  would  be  eligible  fw 
purchase  if  indorsed  by  them. 

Federal  Reserve  Note  Issues. 

During  the  year  the  policy  of  issuing  Federal  Reserve  notes  in  ex- 
change for  gold,  through  the  medium  of  commercial  paper  as  i^o- 
vided  in  the  Act,  has  been  followed  consistently.  The  net  amount  of 
Federal  Reserve  notes  of  this  bank  in  circulation  increased  from 
$73,300,720  at  the  beginning  of  the  year  to  $93,426,100  at  the  end,  a 
gain  of  $20,125,380  during  the  year.  On  July  31  the  net  amount  in 
circulation  had  declined  to  $54,210,745  owing  to  seasonal  redemptions. 

The  Federal  Reserve  note  has  been  used  not  to  increase  the  circulat- 
ing medium,  which  seems  already  to  be  adjusted  in  volimie  to  our 
periods  of  maximum  demand  imder  normal  conditions,  but  as  a 
means  of  steadily  accumulating  gold.  In  this  respect  the  bank  has 
followed  the  practice  of  the  note-issuing  banks  of  other  coimtries 
which  are  authorized  to  issue  currency  against  less  than  100  per 
cent  of  metallic  cover.  Through  the  medium  of  notes  the  gross 
gold  accumulated  at  the  close  of  1916  by  this  bank  and  held  by  the 
Federal  Reserve  Agent,  was  $107,003,765,  and  by  the  system  as  a 
whole  $282,523,000,  none  of  which  appears  in  the  balance  sheets  of 
Federal  Reserve  Banks.  The  ability  of  this  bank  and  of  the  system 
to  supply  demands  for  gold  are  greater  by  60  per  cent  of  these 
respective  amoimts  than  they  would  be  had  no  notes  been  put  in 
circulation.  While  the  policy  of  accumulating  gold  through  the 
issuing  of  notes  has  been  misunderstood  and  even  criticized  in  some 
quarters,  it  has  had  the  hearty  approval  of  the  member  banks,  and, 
with  some  exceptions,  of  the  financial  and  general  press. 

In  order  to  facilitate  the  accumulation  of  gold  and  to  place  member 
banks  not  in  New  York  City  on  a  basis  of  equality  with  the  New 
York  City  banks  with  respect  to  the  use  of  Federal  Reserve  notes,  this 
bank  has  offered  to  pay  to  the  coimtry  member  banks  the  cost  of 
shipping  gold  to  it  and  the  cost  of  shipping  Federal  Reserve  notes  to 
them  in  return.  Through  their  cooperation  a  substantial  volume  of 
gold  has  been  thus  accumulated. 

During  the  year  there  has  been  no  change  in  the  policy  adopted 
by  this  bank  of  keeping  on  reserve  in  New  York  and  Washington  a 
very  large  supply  of  unissued  Federal  Reserve  notes  sufficient  in  its 
opinion  to  meet  any  possible  demands  upon  it  for  currency,  based 
upon  past  experience. 

The  redemption  of  Federal  Reserve  notes  \mfit  for  circulation  has 
begun  and  $54,509,235  of  notes  have  been  thus  retired.  Whenever 
practicable  soiled  notes  are  laundered  and  placed  again  in  circulation. 
The  cost  of  printing  the  notes  has  been  slightly  increased  during  the 
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year,  and  is  now  on  the  basis  of  $10.58  per  thousand  bills,  irrespective 
of  the  denominations. 

In  the  latter  part  of  the  year  the  demand  for  notes  has  largely  been 
for  those  of  the  denomination  of  $5.  It  would  greatly  facilitate  the 
use  of  Federal  Reserve  notes  with  the  larger  Institutions  if  the  Federal 
R^crve  Banks  were  authorized  to  issue  the  notes  in  the  form  of 
certificates  drawn  to  order  in  denominations  of  $5,000  and  $10,000. 

Further  details  of  the  transactions  in  and  movements  of  Federal 
Reserve  notes  will  be  found  in  the  appendix. 

Collections  and  Cleakings. 

(1)  THE  collection  SYSTEM. 

The  volimtary  intradistrict  collection  system  which  this  bank 
inaugurated  on  June  1, 1915,  was  continued  on  the  same  basis  until 
July  15,  1916.  The  first  six  months  of  the  operation  of  this  system, 
established  on  a  basis  of  immediate  debit  and  credit,  demonstrated 
clearly  that  it  was  impossible  on  a  voluntary  basis  to  extend  the 
system  materially  either  within  this  district  or  across  district  lines, 
and,  furthermore,  that  the  immediate  debit  and  credit  basis  was 
unsatisfactory  to  both  the  member  banks  and  the  Federal  Reserve 
Bank  of  New  York  for  the  following  reasons: 

The  member  banks,  having  items  charged  to  their  accounts  a  day 
before  the  items  could  reach  them,  were  always  uncertain  how  their 
reserve  account  with  this  bank  stood  until  the  following  day.  This 
uncertainty  required  them  either  to  keep  large  excess  balances  with 
this  bank  or  expose  their  reserve  accounts  to  impairment,  even  to 
being  overdrawn.  Nearly  every  day  a  large  percentage  of  the 
accoimts  of  the  coimtry  members  of  the  coDection  system  was  im- 
paired, many  of  them  to  such  an  extent  that  they  were  actually 
overdrawn. 

The  Federal  Reserve  Bank  of  New  York  found  its  resources 
reduced  by  the  impairment  of  these  reserve  balances  and  found 
itself  compelled,  against  its  express  determination  to  the  contrary, 
to  purchase  from  its  member  banks  their  out-of-town  checks,  com- 
monly called  "float.*' 

On  May  1  the  Federal  Reserve  Board  issued  a  circular  requiring 
each  of  the  Federal  Reserve  Banks,  under  section  16  of  the  Federal 
Reserve  Act,  *'  to  exercise  the  function  of  clearing  houses  for  its  mem- 
ber banks."  Each  Federal  Reserve  Bank  was  authorized  to  receive 
at  par  from  its  member  banks  checks  drawn  on  all  member  banks, 
whether  in  its  district  or  other  districts,  and  checks  drawn  on  all 
nonmember  banks  which  could  be  collected  at  par.  Immediate  credit 
entry  was  to  be  given  upon  receipt  for  all  items  received,  but  the 
proceeds  were  not  to  be  coimted  as  reserve  or  to  become  available 
to  meet  checks  drawn  until  actually  collected.    Checks  so  received 
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were  to  be  forwarded  direct  to  the  member  bauks  aad  charged  to 
their  accounts  after  sufficient  time  had  elapsed  vitbiu  which  to 
receive  advice  of  payment.  Member  banks  were  reqiiired  by  the 
Federal  Reserve  Board  to  provide  funds  to  cover  at  par  all  checks 
received  from  or  for  the  account  of  tJieir  Federal  Reserve  Bank,  but 
were  pa^tted  to  ship  lawful  money  or  Federal  Reserve  not^  to 
provide  such  funds,  when  necessary,  at  the  expense  of  their  Federal 
Reserve  Bank.  The  expense  of  conducting  the  collection  depart- 
ment was  to  be  assessed,  on  a  per  item  basis,  on  the  member  banks 
using  its  facUities.  Notice  was  given  that  penalties  would  be  as- 
sessed for  the  impairment  of  ihe  reserves  of  member  banks  with 
their  Federal  Reserve  Banks. 

In  order  to  insure  the  presentation  of  checks  by  the  most  direct 
route  to  the  banks  on  which  they  are  drawn,  the  following  restric- 
tion was  adopted  by  the  Federal  Reserve  Bank  of  New  York: 

To  insure  direct  routing,  this  bank  will  not  accept  any  item  drawn  on  a  bank  located 
outside  this  district  when  such  item  bears  the  indorsement  of  a  bank  located  o^itEide 
of  this  district. 

This  restriction  has  prevented  banks  outside  of  district  No.  2  from 
sending  items  drawn  upon  banks  in  other  districts  to  New  York  City 
for  the  purpose  of  making  New  York  exchange. 

Each  Federal  Reserve  Bank  adopted  a  schedtde  showing  the  num- 
ber of  days  which  must  elapse  before  the  proceeds  of  items  deposited 
with  it  would  become  available  as  reserve  or  to  be  drawn  agaimt 
Each  of  these  schedules  covers  the  entire  country  and  is  based  upon 
the  average  time  required  for  the  Federal  Reserve  Bank  to  send  items 
to  its  member  banks  and  receive  remittances  from  them  phis  the 
one-way  mail  time  between  Federal  Reserve  Banks.  Tlie  schedule 
of  the  Federal  Reserve  Bank  of  New  York  will  be  found  in  the 
appendix. 

The  member  banks  in  this  district  were  advised  by  circular  letttf 
on  June  6  concerning  the  operating  details  of  the  collection  system 
which  was  put  into  operation  on  July  15.  The  inmiediate  result 
was  an  increase  in  the  number  and  amount  of  items  handled.  At 
the  outset  items  were  received  from  the  New  York  City  banks  up  to 
1  o'clock.  Early  in  November  this  homr  was  changed  to  2  o'clock, 
and  items  of  $5,000  or  over  were  received  up  to  3.30  p.  m.  This 
ha3  resulted  in  increasing  very  largely  the  nimiber  as  well  as  the 
amount  of  items,  especially  those  drawn  on  banks  in  other  Fedtf^ 
Reserve  districts.  In  this  district  items  drawn  on  625  member  banks 
and  313  nonmember  banks  are  being  accepted  on  December  31, 1916. 
No  items  are  accepted  which  can  not  be  collected  at  par.  The  serv- 
ice charge  imposed  by  this  bank  since  July  15  has  been  at  the  rate 
of  1  cent  per  item,  covering  the  expense  of  conducting  its  collection 
department. 
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The  transactions  of  the  collection  department  during  the  year 
have  been  as  follows : 


two's  omitted  under ' 

Amoiittt  *'  cohnnn.] 

Items     on     N^iw 
York     clearing- 
house banks. 

Item»on  banks  In 
district  No.  2. 

Items  on  banks  in 
other  Federal  Re- 
serve districts. 

Items     on     other 
Federal  Reserve 
Banks. 

Number. 

Amount. 

Numljer. 

Amount. 

Number. 

Amount. 

Number. 

Amount. 

DmAnsrRicT 

SYSTEM. 

me. 

January        

45,187 
40,803 
46,862 
44,671 
65,182 
91,455 
49,964 

$158,768 
165,229 
397,167 
179,643 
341,215 
371,818 
129,764 

212,543 
201,775 
804,897 
234,900 
2i7,658 
252,336 
138,080 

S56,eS6 
63,949 
64,458 
69  749 

77,398 
86  641 
88,264 

7,881 
7,731 
9,117 
8,918 
9,354 
8,841 
4,471 

$86,560 
28,260 
27,931 
28,717 
.     81,884 
30,085 
15,945 

808 
719 
702 
647 
601 
691 
852 

$20,647 

F*hniarv       

21,265 

Vnr^    ' 

20,751 

April 

21,678 

1^:..::: 

23,414 

Jun€> 

23,705 

Jalj-1-15. 

15,436 

Totil 

S74,624 

1,353,604  j  1,497, 189 

446,892 

56,263 

187,322 

4,514 

146,896 

SYSTEM . 

July  16-31 

46,615 
112,068 
97,244 
93,967 
95,649 
109,341 

119,920 
223,088 
304,239 
848,386 
378,902 
427,549 

190,149 
478,412 
483,930 
686,380 
649,810 
602,264 

43,743 
77,380 
90,866 
109,309 
109,826 
114, 152 

33,310 
193,902 
234,865 
311,662 
340,788 
380,927 

28,675 
68,740 
99,688 
123,302 
152, 138 
176,221 

360 
470 
337 
402 

484 
548 

4,617 

Aiiirt/...:: 

6,339 

September 

4,605 

Oetobw 

4,030 

November       

3,047 

December 

7,316 

TotsI 

554,884 

1,801,984 

2,865.945 

545,286 

1,495,444 

648,764 

3,501 

29,944 

Through  the  cooperation  of  many  nonmember  banks  and  the 
ocmrtesy  of  most  of  the  member  banks  in  this  district,  it  has  been 
possible  thns  far  to  collect  checks  on  313  out  of  the  463  nonmember 
bulks  in  this  district  without  deduction  for  exchange.  The  total 
"par  Ksf  of  tlw  12  Federal  Reserve  Banks  on  December  30,  1916, 
aggregated  about  16,000  banks,  or  about  60  per  cent  of  the  number  of 
banks  in  the  country.  It  is  probable,  however,  that  the  par  list  in- 
cludes over  85  per  cent  of  the  total  banking  resources  of  the  coimtry 
and,  therefore,  over  85  per  cent  of  the  volume  of  checks  could,  if  de- 
sired, be  collected  through  the  Federal  Reserve  system. 

In  order  to  devise  a  time  schedule  which  would  be  practicable,  it 
was,  of  course,  impossible  to  calculate  the  exact  time  with  respect  to 
each  point;  therefore,  average  time  has  been  used.  As  a  result  of  the 
average  time  basis,  this  bank  finds  itself  carrying  uncollected  checks 
deposited  by  its  member  banks  to  an  amoxmt  between  $1,000,000  to 
$2,000,000..  With  four  times  the  volume  of  checks  handled,  the 
"float"  carried  is  no  larger  than  under  the  old  intradistrict  system. 
Dnder  the  new  system,  by  a  change  in  the  time  schedule,  even  this 
inconsiderable  amount  of  "float"  could  probably  be  avoided  if  de- 
sired, but  under  the  former  system  the  acquisition  of  "float"  was 
practically  unavoidable. 

The  facilities  of  the  collection  system  of  this  bank  are  not  generally 
availed  of  by  the  member  banks.     Out  of  625  member  banks,  only 
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150  send  items  regularly,  of  which  one-half  are  country  banks  and 
the  other  half  are  situated  in  large  cities.  The  number  of  items 
collected  through  this  bank  is  estimated  to  be  only  about  one-seventh 
of  the  total  number  which  passes  through  the  banks  of  this  distiict 
(not  including  items  on  New  York  Clearing  House  banks),  although  in 
amount  the  items  so  collected  are  estimated  at  over  one-third  of  such 
aggregate.  Most  coimtry  banks  still  send  their  collections  to  one  or 
more  of  the  large  banks  in  reserve  cities  which  make  a  specialty  of 
collections.  Many  of  the  city  banks  send  items  direct  to  country 
banks  with  which  thoy  have  reserve  or  other  relations,  allowing  them 
exchange  or  its  equivalent,  time,  in  remitting  therefor. 

It  is  desirable  for  the  smooth  working  of  the  collection  system  that 
it  should  develop  gradually.  This  bank  would  be  embarrassed  if  the 
total  volimie  of  items  on  the  district  were  suddenly  deposited  with  it 
for  collection.  Until  the  collection  system  is  able  to  collect  items  <m 
practically  every  bank  in  the  country,  its  use  is  sure  to  be  somewhat 
limited.  It  will  be  the  endeavor  of  this  bank  as  rapidly  as  possible  to 
increase  its  par  list  within  its  own  district  and  to  develop  its  collecting 
organization  to  include  the  collection  of  notes,  drafts,  coupons,  and 
other  noncash  items. 

Since  the  country-wide  collection  system  has  been  in  operation, 
the  New  York  Clearing  House  Association  has  amended  its  rules  and 
regulations  in  such  a  manner  as  to  reduce  very  materially  its  required 
charges  for  the  collection  of  out-of-town  items.  On  such  items  thb 
members  of  the  clearing  house  were  formerly  obliged  to  charge  either 
one-tenth  or  one-fourth  of  1  per  cent,  in  accordance  with  the  distance 
of  the  point  from  New  York.  The  present  schedule  of  charges  is  one- 
fortieth  of  1  per  cent  on  two-day  points,  one-twentieth  of  1  per  cent 
on  four-day  points,  and  one-tenth  of  1  per  cent  on  eight-day  points. 
These  charges  represent  a  reasonable  rate  of  interest  on  the  funds  for 
the  number  of  days  during  which  the  Federal  Reserve  Bank  defen 
credit. 

(2)    GOLD   SETTLEMENT   FUND. 

During  1916  this  bank  has  paid  out  through  the  gold  settlement 
fund  at  Washington  $230,147,000  in  gold.  A  statement  of  the  opera- 
tions of  the  fxmd  as  aflFecting  this  bank  will  be  found  in  the  appendix. 
The  distribution  through  this  fund  of  a  large  volume  of  gold  paid  into 
it  by  the  Federal  Reserve  Bank  of  New  York  is  a  natural  consequence 
of  the  importation  through  New  York  of  large  amoxmts  of  gold  during 
the  year,  elsewhere  referred  to  in  this  report,  which  had  to  be  shipped 
to  other  parts  of  the  country  in  payment  for  goods  there  purchased. 

(3)    THE   TRANSFEE   SYSTEM. 

The  gold  settlement  fund  has  made  possible  the  maintenance  of  the 
trajisfer  system,  inaugurated  on  May  26,  1915.    Under  this  system  a 
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Federal  Reserve  Bank  undertakes  to  transfer  funds  for  any  member 
bank  (a)  to  any  otber  member  bank  in  this  district  and  (6)  to  any 
other  Federal  Reserve  Bank  for  account  of  any  of  its  member  banks. 
If  the  transfers  are  advised  by  mail  no  charge  is  made.  If  the 
transfers  are  advised  by  telegram  a  charge  at  the  rate  of  2  per  cent 
per  annum  on  the  funds  to  be  transferred  is  made  for  the  number  of 
dayg  which  would  have  been  required  to  effect  a  mail  transfer.  On 
December  30,  1916,  this  bank  amended  its  rule  for  the  telegraphic 
transfer  of  funds  and  notified  its  member  banks  that  it  would  make 
such  transfers  without  charge  except  for  the  cost  of  the  telegram. 
This  is  a  service  which  it  is  expected  will  be  more  and  more  availed 
of  as  the  efise  and  economy  of  using  it  are  imderstood. 

The  Fiscal  Agency  op  the  United  States. 

After  carefully  studying  the  details  and  preparing  for  it,  the 
work  of  this  bank  as  fiscal  agent  and  depositary  of  the  United  States 
commenced  January  1,  191 6. 

Government  funds  in  national  banks  in  Greater  New  York,  except 
post  office  and  court  deposits,  have  been  transferred  to  this  bank  and 
collectors  of  customs  and  internal  revenue  have  deposited  their 
receipts  with  it  daily  throughout  the  year.  Out  of  such  fimds  are 
paid  all  checks  and  warrants  drawn  upon  the  Treasurer  of  the  United 
States  which  are  presented  to  this  bank,  as  well  as  coupons  of  United 
States  bonds. 

During  the  year  this  bank  handled  1,356,265  checks  aggregating 
$220,476,738.83  drawn  on  the  Government's  accoimt. 

Relations  with  Member  Banks. 

Federal  Reserve  district  No.  2  embraces  New  York  State,  Fair- 
fidd  County,  Conn.,  and  the  following  coimties  in  New  Jersey: 
Be^en,  Essex,  Hudson,  Himterdon,  Middlesex,  Monmouth,  Morris, 
Passaic,  Somerset,  Sussex,  Union,  and  Warren. 

The  number  of  member  banks  on  December  30,  1916,  was  625,  as 
compared  with  616  on  December  31, 1915,  located  as  follows: 

Connecticut 15 

New  Jersey 130 

New  York,  country , 445 

New  York,  city : 35 

480 

Total 625 

During  the  year  one  State  institution  was  admitted  to  member- 
ship (the  Com  Exchange  Bank  of  New  York  City)  and  15  member 
banks  in  Connecticut  were  transferred  to  this  district  from  the 
Federal  Reserve  Bank  of  Boston. 
76284**— 17 16 
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Seventeen  manber  banks  were  liquidated  during  the  year,  6  to 
go  out  of  business  for  one  reason  or  another,  and  11  to  convert 
into  trust  companies.  Tai  new  national  banks  have  b^un  businea 
in  the  district  during  the  year. 

The  frank  and  cooperative  attitude  of  this  bank  toward  its  mem- 
ber banks^  referred  to  at  some  length  in  the  last  annual  report,  has 
been  maintained  throughout  the  year.  Officers  of  the  bank  have 
attended  all  bankers'  conventions  and  group  meetings  to  whidi  in- 
vitations have  been  received,  as  well  as  several  local  conferences  of 
bankers,  and  have  made  addresses  when  requested.  The  executive 
committee  of  the  recently  organized  national  bank  section  of  the 
New  York  State  Bankers  Association  spent  a  day  at  the  office  (rf 
this  bank  conferring  with  its  directors  and  officers  upoii  its  activi- 
ties and  familiarizing  themselves  with  its  oi^anization  and  aims. 
Wherever  opportimity  has  offered,  officers  of  this  bank  have  called 
upon  member  banks,  and  an  increasing  number  of  officers  of  member 
banks  have  called  at  the  office  of  the  bank  in  New  York.  Personal 
relations  between  this  bank  and  its  members,  which  are  so  essential 
to  the  success  of  the  system,  are  thus  being  gradually  established. 
It  is  believed  that,  as  compared  with  a  year  ago,  the  officers  of 
member  banks  understand  much  better  the  workings  and  purposes  of 
the  reserve  system  and  generally  are  more  in  sympathy  with  them. 

In  order  to  offset  any  losses  arising  through  the  collection  system  the 
officers  of  this  bank  at  every  opportunity  have  pointed  out  to  mem- 
ber banks  the  desirabiUty  of  revising  relations  with  their  depositors, 
of  analyzing  depositors'  accounts  to  ascertain  the  cost  of  handling 
them,  and,  wherever  practicable,  of  putting  each  accoxmt  on  a  paying 
b^is  by  imposing  such  charges  or  requiring  such  balances  to  be  main- 
tained as  will  compensate  the  bank  for  services  rendered;  also  ihd 
possibihty  of  increasing  earnings  by  withdrawing  and  loaning  at 
home  funds  they  have  hitherto  found  it  necessary  to  keep  with  col- 
lecting banks  to  compensate  for  collecting  their  items.  Although 
many  bankers,  especially  those  in  the  smaller  places,  feel  that  such  a 
course  is  not  practicable,  nevertheless  the  experience  of  a  number  of 
banks  in  this  district  which  have  undertak^i  such  a  revision  of 
relaticms  proves  that  in  most  cases  depositors  are  reasonaUe  and 
willing  to  compensate  banks  for  services  rendered.  Letters  describing 
their  experiences  are  on  file  in  this  bank  and  will  be  shown  to  anyone 
interested.  A  convenient  form  for  use  in  analyzing  depositors'  ac- 
coxmts  has  been  prepared  by  this  bank  and  distributed  to  its  members, 
a  number  of  whom  have  put  it  in  practice  with  beneficial  results.  In 
a  nmnber  of  cases,  upon  request,  one  of  the  junior  officers  of  the  bank 
has  visited  country  banks,  explained  methods  of  analyzing  acconntB, 
and  generally  discussed  the  possibihty  of  readjustments  of  the  kinds 
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leferred  to.  The  same  poUcj  will  be  continued  during  the  coming 
year  whenever  such  yisits  will  not  interfere  too  seriously  with  the 
conduct  of  the  bu^ness  of  the  bank. 

Relations  with  Nonmember  Banks. 

During  the  year  whatever  relations  have  been  had  with  nonmem- 
ber banks  in  the  district  have  been  friendly  and  cooperative.  Fed- 
eral Eeserve  notes  have  been  issued  freely  to  nonmember  banks  in 
exchange  for  gold.  No  discrimination  has  been  made  against  checks 
indorsed  by  nonmember  banks  deposited  in  the  collection  system  by 
member  banks,  and  the  acceptances  of  nonmember  banks  have  been 
freely  purchased  throughout  the  year.  A  number  of  nonmember 
banks  in  the  coimtry  districts  have  agreed  to  remit  to  this  bank  at 
par  for  items  drawn  upon  them,  in  order  to  assist  in  the  development 
of  its  collection  system,  and  their  cooperation  has  been  particularly 
appreciated. 

With  regard  to  becoming  members  of  the  Federal  Reserve  system 
there  has  been  but  little  change  in  the  attitude  of  the  State  institu- 
tions referred  to  in  the  last  annual  report.  On  the  whole  there  is  a 
growing  feeling  amcmg  them  that  our  banking  system  should  be  more 
thoroughly  tmified  and  that  the  responsibihties  of  maintaining  the 
Federal  Reserve  system  shoxild  be  shared  by  all,  rather  than  by  only 
a  part,  of  the  banks  of  the  coxmtry. 

Relations  wrrn  the  Public. 

Much  pubUc  interest  in  the  Federal  Reserve  system  has  been 
evinced  during  the  year.  Editorials  and  special  articles  on  various 
phases  of  its  operations  are  constantly  appearing  in  the  daily  press 
and  periodicals.  Addresses  have  been  made  by  the  officers  of  the 
bank  before  various  associations  and  trade  conventions.  Pubhc  con- 
fidence in  the  system  continues. 

Many  of  those  engaged  in  foreign  trade  are  beginning  to  realize  the 
advantages  of  the  use  of  bankers'  acceptances  and  of  the  development 
of  a  discoxmt  market.  Considerable  support  has  been  given  by  im- 
portant conmiercial  organizations  and  houses  to  the  movement 
inaugurated  by  the  Federal  Reserve  system  to  develop  the  use  of  trade 
acceptances. 

Obganization  of  the  Bank. 

(l)  internal  management. 

During  the  year  the  directors  of  the  bank  held  25  meetings,  at  which 
the  average  attendance  has  been  83  per  cent;  the  executive  commit- 
tee, consisting  of  the  governor  or  deputy  governor,  the  chairman,  and 
four  directors^  all  of  the  directors  serving  upon  it  in  turn,  hdd  34 
meetings;  and  two  special  committees  held  three  meetings. 
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At  the  first  meeting  of  the  directors  held  in  1916  the  officers  of  tia» 
bank  were  reelected  for  the  ensuing  year  and  the  auditor  was  made 
an  officer,  with  authority  to  sign  correspondence  and  reconcilemoote 
of  accounts. 

On  June  22  the  directors,  having  learned  with  great  r^ret  that 
Governor  Benjamin  Strong,  owing  to  ill  health,  had  been  ordered  by 
his  physician  to  take  a  complete  rest,  granted  him  a  leave  of  absence, 
with  the  expectation  that  he  would  resume  his  duties  as  soon  as  prac- 
ticable. They  then  appointed  Mr.  Robert  H.  Treman,  one  of  fte 
directors  of  the  bank  and  president  of  the  Tompkins  County  National 
Bank,  Ithaca,  N.  Y.,  a  deputy  governor  ad  .interim,  and  he  assumed 
the  active  duties  of  this  office  on  Tuesday,  June  27. 

On  September  20,  Mr.  J.  D.  Higgins,  who  has  been  with  the  bank 
since  its  organization,  was  appointed  an  assistant  cashier. 

On  January  1,  1916,  the  staff  of  the  bank  consisted  of  6  officers  and 
69  clerks.  On  December  31  there  were  9  officers  and  164  clerks. 
The  large  increase  in  the  clerical  staff  was  occasioned  partly  by  liie 
general  development  of  the  business  of  the  bank,  and  partly  by  the 
work  of  caring  for  the  deposits  of  the  United  States,  but  principally 
by  the  inauguration  of  the  country-wide  collection  system  on  July  15. 

The  department  handhng  Government  deposits  consists  of  9  men. 
The  transit  department,  prior  to  July  15,  consisted  of  4  men  and  3 
women.  Since  then  it  has  grown  steadily  and  on  December  30  con- 
sisted of  13  men  and  41  women.  A  night  force  of  5  men  prepares 
incoming  mail  for  the  department.  The  establishment  of  the  col- 
lection system  has  affected  the  volume  of  work  in  all  departments  of 
the  bank,  necessitating  the  employment  of  a  number  of  additional 
clerks.' 

The  organization  of  the  staff  has  been  considerably  developed  dur- 
ing the  year  with  a  view  to  taking  care  of  future  growth  and  of  any 
sudden  demands  which  might  be  made  upon  it.  Appreciation  should 
be  expressed  of  the  loyalty  and  zeal  with  which  the  staff  have  dealt 
with  the  various  operating  and  accounting  problems  which  have  arisen 
during  the  year  and  have  carried  on  the  constantly  growing  volume  of 
transactions  passing  through  the  bank. 

(2)    BANK   PREMISES. 

On  May  1, 1916,  the  bank  assumed  tenancy  of  its  new  offices  at  the 
Pine  and  Nassau  Streets  comer  of  the  Equitable  Building.  These 
premises  are  well  suited  to  present  needs,  and  provision  is  made  in 
the  lease  for  large  additional  space  when  required.  The  total  floor 
space  now  occupied  is  21,625  square  feet. 

The  executive  and  banking  departments  and  a  room  for  the  use  of 
member  banks  are  situated  on  the  main  floor.  The  basement  con- 
tains money  counting  rooms  and  the  main  and  emergency  vaults. 
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The  credit,  audit,  stenographic,  mailing  and  filing  divisions  and  library 
occupy  the  mezzanine.  The  collection  and  bookkeeping  departments 
are  on  the  fifth  floor,  connected  with  the  other  departments  by  private 
elevator. 

The  main  vault  is  of  the  strongest  and  most  modem  type,  large 
enough  to  hold  adequate  supplies  of  currency  for  all  requirements. 
Pending  the  completion  of  this  vault  the  funds  of  the  bank  have  been 
kept  chiefly  in  the  vaults  of  the  Subtreasury  and  the  New  York  Clears 
ing  House. 

(3)    ELECTION   OF  DIRECTORS. 

To  fill  the  vacancies  caused  by  the  expiration  on  December  30, 
1916,  of  the  terms  of  Messrs.  William  Woodward  and  Henry  R.  Towne 
an  election  was  held  from  November  21  to  December  6.  Of  the  209 
banks  in  the  group  voting  this  year  130  chose  electors  and  became 
entitled  to  vote.  The  following  candidates  for  the  vacancies  were 
nominated: 

For  Class  A  director: 

J.  M.  Carpenter,  WellsviUe,  N.  Y.;  nominated  by  1  bank. 

William  Woodward,  New  York  City;  nominated  by  85  banks. 
For  Class  B  director: 

Newcomb  Carlton,  New  York  City;  nominated  by  9  banks. 

J.  M.  Carpenter,  WellsviUe,  N.  Y.;  nominated  by  1  bank. 

Eugenius  H.  Outerbridge,  New  York  City;  nominated  by  10  banks. 

Henry  R.  Towne,  New  York  City;  nominated  by  65  banks. 

At  the  closing  of  the  poUs  it  appeared  that  the  following  votes  had 
been  cast  in  the  colxmm  of  first  choice: 

For  Class  A  director: 

J.  M.  Carpenter 3 

William  Woodward.... 120 

For  Class  B.  director: 

Newcomb  Carlton 36 

J.  M.  Carpenter 2 

Eugenius  H.  Outerbridge 11 

Henry  R.  Towne ^ 74 

Mr.  Woodward  was  declared  elected  Class  A  diriBctor  and  Mr. 
Towne,  Class  B  director,  each  for  a  term  of  three  years,  beginning 
January  1,  1917. 

Although  second  notices  were  mailed  to  the  district  reserve  electors, 
nevertheless  only  123  of  the  209  banks  in  the  group  which  voted 
performed  their  important  duty  to  participate  in  the  election  of 
directors  of  this  bank. 

At  a  meeting  of  th6  Federal  Reserve  Board  on  December  19,  1916, 
Mr.  Pierce  Jay  was  reelected  a  Class  C  director  of  the  bank  for  a  term 
of  three  years  from  January  1,  1917,  and  redesignated  chairman  of 
the  board  and  Federal  Reserve  Agent  for  1917. 
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(4)    MEMBER  OF  ADVISORY  COUNCIL. 

On  January  12  the  directors  reelected  Mr.  J.  P.  Morgan,  of  New 
York  City,  a  member  of  the  Federal  Advisory  Council  from  Federal 
Keserve  district  No.  2  for  the  year  1916. 

General  Business  CoNinnoKS. 

(r)   BANKING  POSITION   OF  THE  mSTRIOT  DURINO  1916. 

The  resources  of  the  member  banks  in  this  district  increased  from 
3,326  million  dollars  on  September  2,  1915,  to  4,063  million  dollara 
on  September  12, 1916,  a  gain  of  736  millions.  During  subst&ntiiHy 
the  same  period  the  trust  companies  of  New  York  State  added  to 
resources  470  miUions  and  the  State  banks  of  deposit  and  discount 
gained  169  milUons.  Estimates  based  upon  the  figures  of  the  ua* 
tional  banks  on  September  12  and  State  banks  on  September  20  show 
an  approximate  growth  of  1,376  million  dollars  in  the  resources  of 
aU  the  national  and  State  banks  in  this  district  during  the  year 
ended  in  the  latter  part  of  September,  1916. 

Liabilities  to  stockholders  increased  80  millions,  to  depositors 
nearly  1,250  millions.  An  mcrease  of  793  millions  is  shown  in  loans 
and  discounts,  and  of  318  millions  in  bonds  and  other  securities. 
Cash  on  hand,  bank  balances  and  cash  items  increased  186  milUons, 
and  acceptances  and  letters  of  credit  were  53  millions  higher.  Of 
the  total,  the  gain  in  resources  by  New  York  City  banks  was  985 
miUions,  leaving  about  390  millions  increase  for  the  rest  of  the  State. 

(2)    MONEY   RATES. 

Except  for  the  brief  period  in  December  when  a  severe  stringency 
occurred  in  money  on  call,  a  good  supply  of  loanable  funds  at  low 
and  stable  rates  has  been  available  in  this  market  throughout  the 
last  year,  despite  the  imprecedented  activity  of  trade  and  industry, 
the  great  volume  of  stock  exchange  business,  and  the  negotiations 
from  time  to  time  of  large  loans  to  other  countries.  The  proceeds 
of  these  foreign  loans,  together  with  enormous  imporatations  of  gold 
and  an  increasing  use  of  bankers'  acceptanoes,  operated  to  finance 
the  abnormal  industrial  and  commercial  expansion  to  such  an  extent 
that  ordinary  channels  of  credit  were  not  subjected  to  special  strain. 

At  the  beginning  of  the  year  prime  six  months'  commereial  paper 
sold  at  3  per  cent  to  3}  per  cent  with  a  restricted  volimie  of  trading  at 
2f  per  cent.  Bankers'  acceptances  yielded  2  per  cent  to  2|  pei*  cent, 
as  was  the  case  during  the  preceding  five  months.  Call  loans  were 
made  at  3  per  cent  early  in  January,  but  rates  soon  dedined  to  If  per 
cent  and  2  per  cent.  Time  loans  on  collateral  ranged  from  2}  per 
cent  to  3^  per  cent.    These  rates  remained  praetically  imchanged 
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during  the  first  quarter  of  the  year,  with  the  exception  of  fractional 
advances  on  coDateral  time  loans  toward  the  end  of  February.  Dis- 
turbance in  foreign  relations  caused  a  somewhat  firmer  money  mar- 
ket in  April,  when,  in  the  third  week,  call  loans  rose  to  4  per  cent  for 
a  brief  period.  Rates  quickly  declined  to  about  2J  per  cent  and 
although  excess  reserves  were  steadily  decreasing,  remained  easy  until 
June,  when  the  rate  for  bankers'  acceptances  advanced  to  2J-2f  per 
cent  and  there  was  some  calling  of  street  loans. 

On  July  8  excess  reserves  of  the  New  York  Clearing  House  members 
were  reduced  to  $53,546,000.  Two  days  later  call  loans  advanced 
to  6  per  cent.  Renewals  were  granted  at  4J  per  cent  and  5  per  cent 
for  a  few  days.  This  quickly  attracted  local  and  out-of-town  funds 
which  reduced  rates  to  2i  per  cent.  Excess  reserves  increased 
$41,000,000  during  the  following  week  and  an  easy  money  market 
continued  during  the  next  three  months.  Money  rates  became  dis- 
tinctly firmer  in  November.  During  the  last  week  of  that  month 
call  money  advanced  sharply.  New  York  bank  reserves  had  been 
gradually  shrinking  and  on  Saturday,  December  2,  the  excess  had 
declined  to  $41,000,000,  the  lowest  amount  since  the  establishment 
of  the  Federal  Reserve  Banks.  On  the  Monday  foDowing  call  money 
rose  to  15  per  cent,  the  highest  rate  since  December  2,  1913.  Loans 
were  renewed  on  that  date  at  6  per  cent  and  at  8  per  cent  the  next 
day.  Rediscounting  at  the  Federal  Reserve  Bank  by  leading  New 
York  City  banks  and  liberal  purchases  of  bankers'  acceptances  by  the 
Federal  Reserve  system  brought  prompt  relief.  Substantial  improve- 
ment in  the  reserve  position  was  shown  in  the  next  two  weeks,  and 
rates  reacted  to  normal  levels. 

(3)   THE   GOLD   MOVEMENT. 

The  United  States  Treasury  statement  of  money  in  circulation 
dated  January  1,  1917,  shows  gold  in  the  country  $2,864,841,650,  as 
compared  with  $2,312,444,489  on  January  1,  1916,  an  increase  of 
$552,397,161. 

Imports  of  gold  from  all  sources  during  the  year  1916  were 
8685,990,234.  Gold  exports  were  $155,792,927,  mainly  to  Ai^entina, 
other  South  American  countries,  Cuba,  Japan,  and  Spain. 

The  gold  production  of  the  United  States  and  its  dependencies  in 
1916  was  $92,316,400. 

(4)   FOREIGN   LOANS. 

According  t^  estimates  of  the  Jommal  of  Commerce,  loans  and 
credits  aggregating  $2,235,900,000  have  been  negotiated  in  the 
United  States  by  other  coimtries  since  the  outbreak  of  the  war.  It 
is  calculated  that  approximately  $175,000,000  of  these  obligations 
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have  been  liquidated,  leaving  about  $2,150,000,000  outstanding  at 
the  end  of  the  year  1916. 

FoDowing  is  a  published  compilation  of  foreign  loans  and  credits 
negotiated  in  the  United  States  during  the  war* 

EUROPE. 

Great  Britain: 

Anglo-French  Governments,  5  per  cent  5-year  bonds $260, 000, 000 

British  Government,  5  percent 250,000,000 

British  Banking  credit,  41  percent 50,000,000 

British  Government,  5i  percent 300,000,000 

Government  grain  credit 60, 000,  OOO 

City  of  Dublin,  5  per  cent 2,000,000 

London  water  board 6, 400, 000 

Total  Great  Britain 908,400,000 

French  Government: 

Anglo-French  bonds 250, 000, 000 

Collateral  loan,  5  per  cent  American  Foreign  Securities  Co 100, 000, 000 

C,  M.  &  St.  P.  collateral  4  per  cent 47, 000,000 

Treasury  notes,  5  per  cent,  one  year  paid 10, 000, 000 

Treasury  bonds,  5  percent,  one  year  paid 30,000,000 

Commercial  credits,  estimated 100, 000, 000 

Collateral  loan,  secured  by  Pennsylvania  and  C.  M.  &  St.  P.  R.  R. 

bonds,  paid 48, 000, 000 

Three  City  loan,  6  per  cent 60,000,000 

City  of  Paris,  6  per  cent 50,000,000 

Total  France 695,000,000 

Russian  Government: 

Credit,  6J  per  cent,  3  years 50, 000, 000 

Acceptances,  paid 25, 000, 000 

Credit  to  Russian-Asiatic  Bank 25, 000, 000 

Treasury  notes,  5  per  cent,  1  year,  paid , . . .  10, 000, 000 

Unsecured  loan,  6  per  cent 50, 000, 000 

Total  Russia 16O,DOO,000 

Italian  Government:  Bonds,  6  per  cent,  1  year 25, 000, 000 

German  Government: 

Notes,  5  per  cent,  9  months,  paid .' 10,000,000 

Notes,  6  per  cent  basis,  due  April,  1917 ! 10, 000,000 

German  war  bonds,  estimated 25, 000, 000 

Total  Germany 45,000,000 

Swiss  Government:  Notes,  5  per  cent,  1,  2,  and  3  years 15,000,000 

Greek  Government:  Banking  loan 7,000,000 

Swedish  Government:  Notes,  6  per  cent 5, 000, 000 

Norwegian  Government: 

Bonds,  6  per  cent,  7  years 5, 000, 000 

Notes,  6  per  cent,  2  and  3  years 3, 000, 000 

Miscellaneous  loans  and  banking  credits,  estimated 25, 000, 000 

Total  Europe 1,893,400,000 
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CANADA. 

Canadian  Government: 

Notee,  5  per  cent,  1  and  2  years |45, 000, 000 

Notee,  5  per  cent,  5, 10,  and  15  years 75,000,000 

Government  of  Newfoundland,  5  per  cent,  3  years 5, 000, 000 

Province  of  Ontario: 

Notes,  5  per  cent,  10  years 10, 000, 000 

Bonds,  5  per  cent,  5  years 3, 000, 000 

Loan,  ^  per  cent,  9  months 2, 000, 000 

Province  of  Quebec: 

Bonds,  5  per  cent,  10  years 4, 000, 000 

B<Mids,  5  per  cent,  3  to  5  years 6,000,000 

Province  of  British  Columbia: 

Bonds,  4J  per  cent,  10  years 2, 000, 000 

Bonds,  4J  per  cent,  25  years ^ 1, 000, 000 

Treasury  bills,  4i  per  cent,  1  year 2, 700, 000 

Province  of  New  Brunswick:  Bonds,  5  per  cent,  5  years 700, 000 

Province  of  Alberta: 

Bonds,  5  per  cent,  10  years 2, 000, 000 

Bonds,  5  per  cent 4, 000, 000 

Province  of  Manitoba: 

Bonds,  5  per  cent,  3  years 963, 000 

Bonds,  5  per  cent,  3  years 1, 000, 000 

Bonds,  5  per  cent,  5  years 5, 475, 000 

Province  of  Saskatchewan: 

Bonds,  5  per  cent,  5  and  10  years 1, 000, 000 

Bonds,  5  per  cent,  3  years 2, 500, 000 

Bonds,  5  per  cent 3, 500, 000 

Province  of  Nova  Scotia: 

B<md8,  5  per  cent,  10  years 1, 000, 000 

Bank  loan,  4i  per  cent,  1  year 1, 000, 000 

City  of  Toronto: 

Serial  bonds,  5  per  cent 3, 669, 000 

Notes,  5J  per  cent 3, 000, 000 

Bonds,  4J  per  cent,  due  1949  and  1955 2,500,000 

City  of  Quebec:  Bonds,  5  per  cent,  5  years  (1920) 2, 125, 000 

City  of  Vancouver: 

Treasury  notes,  6  per  cent 1, 644, 000 

Bonds,  41  per  cent,  10  years 827, 000 

City  of  South  Vancouver:  Bonds,  6.per  cent,  3  years 790, 000 

City  of  Montreal: 

Bonds,  5  per  cent,  20  years 2, 000, 000 

Bonds,  5  per  cent,  3  years 6, 900, 000 

City  of  Ottawa: 

Bonds,  5  per  cent,  20  and  30  years 1, 032, 500 

Notes,  5  per  cent,  1  year 1, 000, 000 

City  of  Prince  Rupert 1, 600, 000 

City  of  Sault  Ste.  Marie:  Bonds,  5  per  cent,  30  years 500, 000 

City  of  Calgary:  Treasury  notes,  3  years 2,000,000 

City  of  Maisonneuve:  Notes,  6  per  cent,  2}  years 800, 000 

City  of  Hochelaga:  Bonds,  5  per  cent,  28  years 375, 000 

City  of  Victoria,  B.  C:  Bonds,  5  per  cent,  3  years 1, 000, 000 

Canadian  internal  5  per  cent,  estimated 30, 000, 000 

Toronto  Harbor 1, 500, 000 
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Quebec  School • $200,000 

Miscellaneous  loans  of  Canadian  provinces  and  municipalities  (eflli- 

mated) 24,3W,500 

City  of  Mcmtreal 3,800,000 

Total  Canada 270,500,000 

LATIN   AMERICA. 

Argentine  Govenmient: 

Notes,  6  per  cent,  1,  2,  and  3  years 15,000,000 

Bonds,  6  per  cent,  5  years 60,000,000 

Loan,  6  per  cent,  6  months 6,000,000 

Notes,  5  per  cent,  1  year 18,500,000 

Notes,  5  per  cent,  1  year » 15,000,000 

Government  of  Chile 6,000,000 

Government  of  Bolivia 1,000,000 

Republic  of  Panama:  Bonds,  5  per  cent,  30  years 3, 000, 000 

Uruguayan  Government:  Notes,  6  per  cent,  6  months 646, 375 

Uruguay 2,600,000 

Comision  Reguladora  (agency  of  Yucatan  Government)  credit  on  sisal 

hemp .     10, 000,000 

Miscellaneous  bank  loans  and  securities 5, 353, 625 

Sao  Paulo,  6  per  cent 5,500,000 

Argentina  banking  credit 18, 500, 000 

Total  Latin  America 157, 000, 000 

ASIA. 

China:  Loan,  6  per  cent 5, 000,000 

Total  foreign  loans  in  United  States 2, 325, 900,000 

Less  amount  paid  (estimated) 175, 000,000 

Total 2,150,000,000 

5.    FOREIGN    BANKING   CONDITIONS. 

It  has  been  estimated  that  the  indebtedness  of  the  seven  principal 
nations  engaged  in  the  European  war  now  exceeds  $75,000,000,000, 
which  is  an  increase  from  $27,000,000,000  since  the  middle  of  the 
year  1914.  The  annual  interest  thereon,  it  is  calculated,  will  amount 
to  $3,800,000,000  in  1917  as  against  the  yearly  interest  of 
$1,070,000,000  in  1914. 

The  total  British  war  credits  voted  between  August  1,  1914,  and 
October  11,  1916,  were  £3,132,000,000.  England's  average  dffllj 
expenditure  for  war  purposes  since  April  1,  1916,  is  reported  to  have 
been  £5,000,000.  The  total  daily  cost  to  all  the  powers  engaged  in 
the  war  is  reported  to  be  $105,000,000. 

Among  the  important  financial  events  abroad  during  the  year  was 
the  Economic  Conference  held  in  Paris  from  June  14  to  17  by 
representatives  of  the  alhed  Governments,  and  the  recommendation 
by  Lord  Faringdon's  committee  for  a  new  British  foreign  trade  bank 
to  be  capitaUzed  at  £10,000,000. 
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In  August,  the  British  treasury  issued  a  new  plan  for  dealing  with 
mobilized  securities,  under  which  the  securities  are  to  be  borrowe<l 
fw  a  period  of  five  years  from  March  31,  1917,  for  an  additional 
}  per  cent  per  annum  on  their  face  value. 

important  accessions  ta  the  money  holdings  ol  the  European 
countries  have  been  receiyed  from  purchases  of  gold  ornaments 
and  from  deposits  of  coin.  The  gold  pxurchasing  bureau  opened  in 
Berlin  on  October  17  is  reported  to  have  received  an  immense  amount 
of  gold  in  the  form  of  jewelry,  plate,  and  heirlooms.  Great  quantities 
of  gold  have  been  shipped  into  the  Scandinavian  countries,  Spain, 
and  Holland. 

The  stock  held  in  the  Bank  of  the  Netherlands  on  December  2, 
1916,  was  585,144,000  florins  against  an  average  of  about  120,000,000 
florins  before  the  outbreak  of  the  war.  Rates  of  interest  on  cus- 
tomers' deposits  were  reduced  in  that  country  from  IJ  to  J  per  cent. 

London  discount  rates,  which  were  5  to  5J  per  cent  at  the  first  of 
the  year,  declined  about  f  per  cent  toward  the  end  of  Februarj-, 
and  ruled  generally  at  4 J  to  4f  per  cent  for  three  months  thereafter, 
A  firmer  market  in  June  was  followed  by  an  advance  from  5  J  to  5  J  per 
cent  in  July.  During  the  remainder  of  the  year  rates  ruled  about 
5^  to  5f  per  cent. 

Continental  discount  rates  have  been  more  or  less  nominal  since 
the  war  began. 

The  statements  of  the  leading  European  banks  showing  their 
%ures  at  the  end  of  last  year  compared  with  the  latest  statements 
for  1916  are  as  follows: 


BANK   OF   ENGLAND. 


ClrculatioD. i 

PttbHc  deposits 

Other  depoaits..^ 

OovCTmneiit  socurttlet 

Other  securities 

e 

tion  of  rwoan»6  to  liability. per  cent 


Dee.  30,  IMS. 


£35,086,000 
49,077,000 

in,  971, 000 
32,839,000 

112,075,000 
34,616,000 

52,578,407 


.Dm.  37, 1916. 


£30,675,000 

52,116,000 
126,726,000 

57,187,000 
106,461,000 

33,079,000 
18.49 

54,304,915 


BANK  OF  FRANOB. 


OqU 

aOTBr 

Dfaeounts  aad  advanoes. 

CIrculatlQD 

Iteportts 

TrattRiry  daposits 


D«e.  ao,  1915. 


Fnmcs. 
5,015,188,000 

352,006,000 

2,150,006,000 

13,309,848,000 

1,844,201,000 

400,588,000 


Dee.  28, 1916. 


Pranci. 

5.075,914,550 

294,809,000 

1,937,278,000 

16,678,817,000 

2,260,224,000 

15,009.000 
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IMPERIAL  BANK  OP  QESMANT. 


D«>.S1,1015. 

Dee.ao,»l& 

Gold 

Uarlu. 
3,445,185,000 
5,803,314,000 
6  017,922,000 

Jforkt. 

2,ao,4».« 

9  609,T67,OW 
8,05ft.«fiS,aO 

T.OB^S  anfl  diSCOUT^tS  -  - .   .   .....   . 

Circulation 

BANK  OP  NETHEBLAND8. 


Dec  31, 1915. 


D«c30.191A. 


Gold..! 

Silver 

Bills  discounted  and  advances 

Circulation 

Deposits 


Florins. 

429,180,000 

6,192,000 

172,428,000 

577, 152  000 

29,772,000 


Fbrint. 

587,eaLfin 

6,9^<B0 

lfi0.214,m 

758,379,00 

54,577,000 


BANK   OP  BUSSIA. 


Dec  16/29, 1915. 


Dec  16/29, 19I& 


Gold 

Balance  abroad 

Silver  and  subsidiary  coin, 
Securities  and  short  loans . 

Treasury  bonds 

Other  loans  and  advances. 

Securities , 

Circulation 

Government  deposits 

Deposits,  other 


1,611,740,000 
270,010,000 
36,750,000 
392,870.000 

3,244,580,000 
906,180,000 
250,440,000 

5,304,620,000 
204,140,000 

1,272,060,000 


RofMa. 

1,472,610,000 

3,149,850,000 
114,740,000 
345,570,000 

6,534,060,000 
664,400,000 
136,110,001 

8,591,280,000 
216,(»0^eM 

2,146,800,000 


(6)    NEW   YORK   STOCK   EXCHANGE. 

A  great  volume  of  trading  has  taken  place  on  the  New  York  Stock 
Exchange  during  the  last  year.  Transactions  in  January  exceeded 
those  of  the  corresponding  period  of  any  year  since  1910.  Then 
followed  three  months  of  comparatively  dull  markets,  with  a  down- 
ward tendency  of  prices.  Activity  increased  in  May,  but  declined 
again  in  June  on  accoimt  of  the  Mexican  situation.  Less  trading 
was  recorded  in  July  than  in  any  of  the  16  months  preceding. 
There  was  a  considerable  increase  during  August  and  a  strong  up- 
ward turn  in  prices  xmtil  the  last  days  of  the  month  when  recessions 
were  caused  by  threatened  strikes  on  the  railways.  In  September 
there  began  a  remarkable  period  of  speculative  activity,  whidi 
reached  a  total  of  29,992,582  shares  for  the  month  against  18,399,286 
shares  in  September,  1915.  The  movement  continued  to  increase  in 
volume  during  October  and  November.  Transactions  during  the 
latter  month  aggregated  34,552,860  shares  or  nearly  100  per  cent 
more  than  in  November,  1915.  The  peace  proposals  caused  a  tre- 
mendous liquidation  of  stocks  in  December,  which  was  accompanied 
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by  a  great  fall  in  prices,  particularly  in  shares  of  industrial  corpora^ 
tions  engaged  in  the  manufacture  of  war  supplies. 

A  large  volume  of  bond  trading  has  continued  throughout  the 
year  with  considerable  transactions  in  Anglo-French,  South  American, 
United  Elingdom,  and  Canadian  issues. 

The  New  York  Times  record  of  the  average  prices  of  50  repre- 
sentative stocks  at  the  high  point  in  19L6  was  101.51  on  November 
20  against  94.13  m  the  year  1915  and  88.47  at  the  end  of  19i6.  The 
average  price  of  40  representative  bonds  at  the  end  of  1916  was 
88.64,  which  may  be  compared  with  the  high  point,  in  1915,  of  87.62 
on  November  24. 

Comparative  transactions  in  bonds  and  stocks  traded  in  on  the 
New  York  Stock  Exchange  during  the  past  six  years  are  the  following: 


Year. 

Shares. 

Bonds. 

Year. 

Shares. 

Bonds. 

1916. 

230,000,900 
173,155,644 
45,989,158 

$1,133,905,300 
055,525,200 
460,472,500 

1913 

76,134,996 
118,452,676 
127,376,149 

497,158,600 
645,300,000 
878,933,700 

WIS 

1912 

1914...^ 

1911 

(7)    CROPS. 

Unfavorable  weather  reduced  the  yield  and  caused  disappoint- 
ment in  the  harvest  of  aU  the  leading  crops  except  hay  and  tobacco. 
All  products  of  the  soil,  however,  have  greatly  advanced  in  price, 
thus  more  than  compensating  producers  for  the  shrinkage  in  volume. 

The  Department  of  Agriculture  gives  the  following  statistics: 

Crops  of  wheat  J  corUy  oats^  barley  ^  oTid  rye. 


Total  production. 


Corn 

Wheat. 

Oats 

Barley 

Rye.. 

Total 


1910 


BwheU. 
2,583,241,000 

639,886,000 
1,251,992,000 

180,927,000 
47,383,000 


4,703,429,000 


1915 


BusheU. 
2,994,773,000 
1,02),  801, 000 
1,549,030,000 

228,851,000 
54,050,000 


5,852,505,000 


1914 


Bushels. 
2,672,804,000 

891,017,000 
1,141,060,000 

194,953,000 
42,779,000 


4,942,613,000 


Farm  values  on  Dec.  1. 


Crops. 


Corn 

Wheat 

Oats 

Barley 

Rye.: 

Total 


1916 


$2,295,783,000 

1,025,765,000 

656,179,000 

150,534,000 

67,857,000 


4,196,118,000 


1915 


$1,722,680,000 

942,303,000 

559,506,000 

118,172,000 

45,083,000 


3.387,744,000 


1914 


$1,722,070,000 
878,680,000 
499,431,000 
105,903,000 
37,018,000 


3,243,102,000 
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Average  prices  per  bnshel  received  by  formers  and  planten. 


1916 

1915 

19U 

Wheat 

cents. 

16a  3 

122.1 

52.4 

88.2 

8a9 

112.9 

14«.l 

248.0 

88.6 

9L9 
83.4 

36.1 
51.6 
57.5 

78.7 

eL7 

1710 
9Q.6 

CnH. 

Rye 

AS 

Oats 

AS 

Barley 

5i3 

C«ni 

614 

Buckwheat. .  ^ ! 

7&I 

Potatoes 

«L7 

FIl^TSflfirl 

mi 

Rioe 

1       914 

A  cotton  area  larger  than  usual  had  been  planted  but  the  crop  was 
greatly  reduced  by  unfavorable  weather  conditions  and  the  boU 
weevil.  The  yield  is  estimated  by  the  Department  of  Agriculture  at 
11,511,000  bales,  against  11,192,000  bales  in  1915.  The  estimated 
value,  however,  is  $1,079,598,000,  compared  with  $604,210,000  for  the 
preceding  year. 

(8)  EXPORTS   AND  IMPORTS. 

Merchandise  exports  reached  \mprecedented  totals  throughout  the 
year  1916,  the  aggregate  for  the  twelve  months  ended  December 
30  being  $5,481,423,589,  an  increase  over  the  corresponding  total 
in  1915  of  $1,926,752,742,  and  more  than  double  the  movement  of 
1914.  The  value  of  exports  for  December,  which  shows  the  heaviest 
total  of  any  of  the  12  months  of  the  year,  was  $521,650,904.  The  net 
balance  of  exports  for  December,  1916,  was  $316,816,716,  as  com- 
pared with  $187,473,857  for  December,  1915. 

The  greater  part  of  the  increase  in  exports  this  year  arisejs  from 
shipments  to  Great  Britain  and  France,  but  there  has  also  been  a 
substantial  gain  in  exports  to  Cuba,  China,  Japan,  and  the  South 
American  comi tries.  Evidence  of  the  expansion  in  trade  with  Great 
Britain  is  measured  by  the  calendar  year  figures  of  foreign  trade,  which 
show  exports  to  that  coimtry  aggregating  $1,888,314,301  for  the  year 
1916,  as  compared  with  $590,732,398  and  $599,812,295  for  1913  and 
1914,  respectively. 

Imports  of  merchandise  have  also  been  very  heavy  this  year,  the 
falling  off  in  trade  from  Europe  having  been  more  than  offset  by  in- 
creases from  Canada,  Cuba,  China,  Japan,  South  America,  and  theEast 
Indies.  The  total  for  the  12  months  of  the  year  was  $2,391,654,335, 
against  $1,778,596,695  and  $1,789,276,001  in  the  corresponding  peri- 
ods of  1915  and  1914,  respectively. 

(9)  GENERAL   BUSINESS   CONDmONS. 

The  year  1916  opened  upon  a  period  of  great  activity  in  our  domestic 
and  foreign  trade,  with  industries  working  at  full  capacity,  orders 
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increasing,  a  growing  scarcity  of  materials  and  labor,  wages  advanc- 
ing, prices  rising,  and  buying  almost  mirestrained.  The  heavy  move- 
ment of  exports  was  confronted  by  a  shortage  of  vessels  and  inade- 
quate loading  facilities,  which  caused  a  serious  congestion  of  freight 
on  railroads  leading  to  eastern  ports.  Upwards  of  50,000  cars  await- 
ing ocean  shipment  were  held  up  in  terminals  and  on  tracks  in  and 
near  New  York.  To  relieve  the  situation  embargoes  were  placed  upon 
various  lines  of  goods  and  maintained  in  some  cases  until  late  in  the 
q>ring. 

During  the  second  quarter  of  the  year  general  business  was  steadier 
and  commitments  were  made  with  greater  deliberation.  A  more  con- 
servative buying  policy  was  accompanied  by  a  slight  decline  in  com- 
modity prices.  Every  month,  however,  the  volume  of  goods  pro- 
duced and  sold  in  many  lines  greatly  exceeded  records  of  correspond- 
ing periods  in  previous  years. 

The  usual  mid-year  dullness,  which  ordinarily  causes  a  lull  in  com- 
merce at  that  season,  was  hardly  noticeable  this  year,  for  manufac- 
turers were  busy  on  orders  booked  far  ahead  and  brisk  business  con- 
tinued in  wholesale  jobbing,  retail,  and  export  trade. 

In  August  and  Septembcjr  growing  confidence  in  the  business  out- 
look was  evidenced  by  increased  activity  in  practically  all  mercantile 
lines,  notwithstanding  a  strong  upturn  in  prices  which  raised  the 
average  price  of  commodities  te  the  highest  level  ever  recorded  and 
developed  during  Octeber  into  a  widespread  speculative  movement 
in  commodities  and  securities. 

Bradstreet's  index  number  for  commodity  prices  of  the  year  1916 
was  20  per  cent  above  1915  and  33  per  cent  above  1914.  Annual 
mdex  numbers  for  the  last  five  years  are  as  follows: 


1916 $11.8261 

1915 9.8530 

1914 8.9034 


1913 $9.2076 

1912 9.18«7 

10-year  average 8.3377 


Industry  and  commerce  continued  practically  unchanged  for  the 
rest  of  the  year,  notwithstanding  developments  during  December  m 
the  European  war  situation,  the  short  but  severe  strain  in  call-money 
rates,  and  the  very  unsettled  stock  markets.  An  unprecedented  vol- 
ume of  holiday  trade  was  handled  by  retail  stores. 

The  year  has  been  one  of  great  general  prosperity  which  has  been 
shared  by  the  wage  earners.  Manufacturers  and  distributors  seem  to 
be  proceeding  with  caution,  keeping  in  mind  the  readjustments  that 
will  be  necessary  when  peace  comes. 
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Appendix. 

Capital  account  reconciliation,  Jan.  i,  1916,  to  Jan.  i,  1917, 

Capital  paid  in  Jan.  1,  1916 111,063,150.00 

Sundry  increases: 

Due  to  increases  in  capital  and  surplus  of  member 

banks $605,050.00 

Due  to  organization  of  new  banks  and  admission  of 

State  banks 318, 600. 00 

923,650.00 

ll,986,80aOO 
Sundry  decreases: 

Due  to  decreaeea  in  capital  and  surplus  of  member 

banks .^ 6, 000. 00 

Due  to  banks  liquidated / 115, 050. 00 

121,050.00 

11,865,750.00 

Summanj  of  Federal  Reserve  notes. 

Total  notes  issued  to  bank: 

1914-15 $89,240,000.00 

1916 1 71,273,00a00 

161,513,000.00 
Less  notes  unfit  for  circulation,  retired 54, 509, 235. 00 

Net  amount  outstanding 107, 003, 765. 00 

As  follows: 

In  circulation 93, 426, 100. 00 

On  hand  Dec.  30,  1916 13,577,665.00 

On  Dec.  30,  1916,  the  Federal  Reserve  Agent  held,  against  Federal 

Reserve  notes,  gold  certificates  aggregating 107, 003, 765. 00 


Total  of  Federal  Reserve  notes  paid  out  by  the  Federal  Reserve  Bank  of  New  Yort,  hf 

months,  1916. 


January  — 
February... 

March 

April 

May 

June 

July 

August 

September. 
October 


To  member 
banks. 

To  non- 
member 
bonks. 

$4,         00 

1479,000 

5,          00 

686,000 

7,          00 

454,000 

6,          00 

283,000 

5,          00 

401,000 

5,          00 

155,000 

4,          00 

110,000 

8,          00 

119,500 

13,          00 

275,500 

13,          00 

333,000 

November. 
December.. 


Total  to  nonmember 
banks 


Total  received  from  Federal 
Reserv^e  Agent 


To  member 
banks. 


S15,579,100 
21,718,700 


113,406,800 
4,679,000 


117,965,800 
7l,r3,000 


Toi 
mem 
banks. 


1807,000 
676,000 


4,579,000 


Movement  of  Federal  Reserve  notes  between  Federal  Reserve  Bank  of  New   York  and 
other  Federal  Reserve  Banks,  Jan.  S  to  Dec.  SI,  1916. 


Notes  of 
Federal 
Reserve 
Bank  of 
New  York 
received 
from. 

Their  not«s 
shipped  to. 

Notes  of 
Federal 
Reserve 
Bank  of 
New  York 
received 
from. 

Their  notis 
shipped  to. 

Atlanta 

$376,965 

3,06S,000 

1,615,500 

299,760 

116,805 

26,000 

146,655 

$2,653,310 
1,262,400 
137, 150 
903,100 
1, 2.51, 550 
752,200 
702,800 

Philadelphia 

$3,111,000 
286  290 
214,530 
165,485 

$1,617,500 

Boston 

Richmond 

3  15^380 

Chicago 

St.  Louis 

^600 

Cleveland 

San  Francisco 

1,353,600 

Dallas 

Total 

Kansas  City         . .  . 

9,426,980 

14,214,880 

Minneapolis 

_ 
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Operations  in  Government  bonds. 


United  States  2  per  eent  consols  of  1980 

Panama  2s  ofl906/36 

Panama  28  of  1 908/38 

United  States  1-year  Treasury  notes  due  Apr.  1, 1917 

Total 


Open 

market 

purchases. 


16, 130, 750 

410.000 

1,028,000 

250,000 


7,818,750 


Converted      Balance 

and  sold        Dec.  31, 

during  1916.'       1916. 


I 


$5,988,200 
410,000 
128,000 
250,000 


6,776,300 


$142,550 

"  966,  '666 


1,042,550 


Received 

during 

1916. 


Sold 

during 

1916. 


Balance 

Deo.  31, 

1916. 


United  States  conversion  38  of  1916/46 $3,239,200 

United  States  1-year  Treasury  notes  due  Apr.  1, 1917 1, 782, 000 

United  Stat  s  1-year  Treasury  notes  due  July  1, 1917 ,  750,000 

United  States  1-year  Treasury  notes  due  Oct.  1,1917 1  955,000 

United  States  2  per  cent  consols  of  1930 50,000 


$3,239,200 

1,532,000 

750,000 


60,000 


$250,000 


955,000 


Total 6,776,200  1    5,571,200        1,205,000 

Transit  and  exchange  transactions  between  Federal  Reserve  Bank  of  New  York  and  other 
Federal  Reserve  Banks,  Jan.  1,  1916,  to  Dec.  31,  1916. 


Items  de- 
posited 

with  Fed- 
eral Re. 
serve  Bank 
of  New 

York  by. 

Items  sent 

by  Federal 

Reserve 

Bank  of 

New  York 

to. 

Atimta 

126,277 
341,911 
331,406 
99.785 
127,299 
75,353 
65,244 
508.135 
269,150 
160,290 
114,944 

40,745 
214  383 

"Oston                ^j.                                                       ,,.......     J  . 

CblcagD 

102,505 
81,544 
11,229 

n«2K^ 

Dalltt 

K^MMis  City 

28,530 
12,453 

lflnneapoli& 

mSSSnSi. .::.::... : 

264,002 
324,006 

RiphTnfmd 

8t.Loub 

22,333 

SanFmicboo 

9,300 

t'otal         

2,219,794 

1,111,030 

Summary  0/  gold  settlement  fund  operations,  Jan.  1,  1916,  to  Dec.  81,  1916. 


Amount  re- 
ceived by  the 
New  York 
Federal  Re- 
serve Bank 
in  settle- 
ment of  ac- 
counts due 
from— 


Amount  paid 
by  the  New 
York  Fed- 
eral Reserve 

Bank  in 

settlement 

of  accounts 

due  to— 


Net  gain. 


Net  loss. 


Borten. 

Lieveiaiia 

Rlduncnd 

Atlanta 

Chicago 

StLools. 

MinneapoUs. . . . 
KaansCity.... 
Dallas.....:.... 
88D  Frandsoo. . 


100 

m 
m 

100 

100 
NX) 
100 
100 
100 
00 
00 


KX) 
KX) 
XX) 
KX) 
XX) 
KX) 
KX) 
NX) 
NX) 
NX) 
KX) 


$10,517,000 
67,342,000 


$30,079,000 
3,767,000 


31,721,000 


45,368,000 


72,291,000 
48,810,000 
32,968,000 
59,405,000 
58,945,000 


U«.. 


Total. 


1,046,576,000 
242,073,000 


1, 288, 649, 000  I    109, 580, 000 
242,073,000 


351,653,000 


75284<>— 17 17 
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Analysis  of  gold  movement  through  gold  uttlementfund. 


Gold  settlement  balance,  Jan.  1, 1916. .  $5,717,000 
Deposited  out  of  vault  of  Federal  Re- 
serve Bank  of  New  York 245,000,000 

Bpeeial  deposits  account  Federal  Re- 
serve Bank  of  New  York  by  Federal 
Reserve  Bank  of— 

Atlanta 1,302,008 

Boston 1,500,000 

Chicago 23,500,000 

Clevefand 4,350,000 

Dallas 0,281,000 

KansasCity 500,000 

Philadclphja 1,000,000 

Richmond 7,440.000 

Bt.  Louis 6,245,000 

Ban  Francisco 9,900,000 


Total '.  312,735,000 


Settlement  loss |242,a73.M8 

Gold  withdrawn 2,  (K»,OQO 

Special  deposits  by  Federal  Reserve 
Bank  of  New  York,  aooount  Federal 
Reserve  Bank  of— 

Atlanta 1,S0{I,MI 

Cbtcago l,009,«l 

Dallas. 4,ne,«l 

KansasCity l,8n,«» 

Philadelphia 5,a»,(» 

San  Franciaea. M,79Z,0i« 

Balance  in  fond  Dec.  31, 1916. . . .  », 570,00 


Total. 


312,735,in 


SCHEDULE   SHOWING   WHEN   THE   PROCEEDS  OF  ITEMS   WILL  BECOME   AVAILABLK. 

Immediate  credit:  New  York  (Manhattan). 

One  day  after  receipt:  Boston,  Philadelphia,  and  Richmond. 

Two  days  after  receipt  (business  days): 

Cleveland  and  Cincinnati,  Chicago,  Atlanta,  Minneapolis  and  St.  F&ul,  St. 

Louis.  Kansas  City,  Mo. ;  Kansas  City,  Kans. 
Banks  in  Connecticut,  Delaware.  District  of  Columbia,  Maine,  Maryland,  Mun- 
chusetts,^  New  Hampshire,  New  Jersey,  New  York,*  Pennsylvania,*  Rhode 
Island,  Vermont,  Vii::g:inia.' 
Four  days  after  receipt  (business  days) : 
Dallas,  New  Orleans. 

Banks  in  Alabama,  Arkansas.  Florida.  Georgia,*  Illinois,*  Indiana.  Iowa,  Kanss,' 
Kentucky,    Michigan,    Minnesota,'    Mississippi,    Missouri,*    North  Carofiuft, 
Ohio,'  South  Carolina,  Tennessee,  West  Virginia,  Wisonisin. 
Eight  days  after  receipt: 

Banks  in  Arizona,  California,  Colorado,  Idaho,  Louisiana,*  Montatia,  Nebnab, 
.   Nevada,  New  Mexico,  North   Dakota,    Oklahoma,   Oregon,   South  Dakota. 
Texas,*  Utah,  Washington.  Wyoming. 
August  1. 1916. 

Note.— TwoHiay  items  we  forward  on  Saturday  will  be  available  Tuesday;  four-day  iteins  we  fomrd 
Thursday  will  be  available  Tuesday,  and  those  forwarded  Friday  and  Satorday,  on  WodneKlsy. 


AUTHORITY  GIVEN   TO  ACCEPT  UP  TO   100  PER   CENT  OP  CAPirAJL   AND   SURFLITS. 

American  Exchange  National  Bank,  New  York  City. 
Bank  of  New  York,  N.  B.  A.,  New  York  City. 
Chase  National  Bank,  New  York  City. 
Chemical  National  Bank,  New  York  City. 
Harriman  National  Bank,  New  YcA  City. 
Irving  National  Bank,  New  York  City. 
Mechanics  &  Metals  National  Bank,  New  York  City. 
Mercliants  Exchange  National  Bank,  New  York  City. 
National  Bank  of  Commerce,  New  York  City. 
National  City  Bank,  New  York  City. 


I  Except  banks  In  cities  referred  to. 
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R.  L,  AufiTfiK,  Cliairman  and  Federal  Beserve  Agent. 


I.  General  Business  and  Financial  Conditions  in  the  District. 

The  year  has  been  remarkable  for  the  unusual  business  conditions 
that  existed.  Hie  hnproYement  in  all  kinds  of  business,  which  was 
first  manifested  in  the  summer  of  1915,  has  continued  in  increasing 
degree  all  through  the  yeaor  1916,  offmng  opportunity  for  employ- 
ment moeh  in  excess  of  the  supply  of  wage  earners;  taxing  the 
capacity  of  industrial  plants  to  ihsir  limits;  stimulating  the  enlaiige- 
m«nt  and  eiiection  of  ad<fitional  manufactories;  and  greatly  raising 
the  wages  of  most  classes  of  labor.  Prices  of  all  kiads  of  merchandise 
were  much  advanced;  producticm  and  consumption  of  goods  were 
lai^y  in<^eased;  and  the  yohmoe  of  business,  as  reflected  by  the 
reports  from  all  sources,  was  far  m  excess  of  ih&i  ev^  before  transacted 
in  any  twelve  months. 

At  the  beginning  of  the  year  the  banks  of  the  district  were  carrying 
excessive  reserves  and  the  rates  for  money  were  unusually  low. 
Deposits  of  all  banks  in  the  (Estrict  increased  largely,  but  notwith- 
stuiding  the  unusual  expansion  in  business,  the  strong  condition  of 
the  banks  was  maintained  up  to  the  last  month  of  the  year,  by  which 
time,  however,  the  excess  ol  reserves  had  been  greatty  reduced  and 
their  loaning  rates  had  advanced  f  to  1  per  cent  from  the  low  rates 
at  the  beginning  of  the  year.  Owing  to  the  easy  condition  of  our 
member  banks,  there  was  little  borrowing  by  them  from  the  Federal 
Reserve  Bank  untU  within  the  last  60  days  of  the  year,  during  which 
time,  however,  there  was  loaned  to  tiiem  $15,332,000  in  the  form  of 
rediscounts  and  coQateral  loans. 

This  bank  has  been  in  a  position  during  the  year  to  perform  all 
the  functions  e^qiected  of  it  in  compliance  with  the  requirements  of 
the  Federal  Reserve  Act  and  the  regulations  of  the  Federal  Reserve 
Board. 

The  percentage  of  reserve  carried  by  the  Federal  Reserve  Bank 

each  month  diuing  the  year  is  shown  in  chart  1    and  the   table 

foEowing. 
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Cash  reserve. 


Month. 


I'jH), 

January 

February 

March 

April 

May 

June 

July 

AURUSt 

Sept©ml:)er 

October 

November 

December 


Amount  of 

cnsh 

reserve 

required. 


100 
100 
100 
100 
00 
00 
00 
00 
00 
00 


17,000,003 


100  ii8,eoo,ooo 

^  21,700,000 
22,800,000 
15,600,000 
15,400,000 
22,200,000 
i  23,300,000 
'  25,309,000 
26,600,000 
28,200,000 
26,909,000 
32,800,000 


87.2 
87.1 
87.3 
63.9 
58.0 
64.5 
65.2 
65.8 
69.3 
66.9 
07.0 
67.4 


114,8 

15,  r 

18,  ( 
13,1 
14,4 
21,7 
23,2 
24,7 

25,  r 
27,6 

26,  r 
32,5 


a. 

Amount  ol 

— 

excess 

it- 

cash 

09.5 

reserve. 

^992 

$11,160,000 

800,000 

63.4 

13,000,600 

600  000 

71.4 

13^100,M 

100,000 

53.8 

7,100.000 

400,000 

55.0 

6,200,000 

700.000 

62.9 

10,200,000 

200,000 

64.8 

10800,000 

700,000 

64.5 

11,900,000 

900,000 

67.3 

13,200  000 

600,000 

65.6 

13,500,000 

500,000 

66.6 

13  000^000 

500,000 

66.8 

15,M0.flBI 

*NcyrC:-THt  HCAYY  bLACK  LINE  PCPBtSWTO  THC  AMOUNT  OP  QOLD  HtLD 

Chabt  L 
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II.  Results  op  Operation. 
Comparative  statement  of  candition  of  the  Federal  Reserve  Bank  of  Philadelphia. 


Dec.  30, 1916.     Dec.  31. 1915. 


ColbUaral  note»— members . . 

Bffls  discounted — members 

Bills  bought  in  open  market 

United  States  bonds  and  notes . 
If miietpttl  warrants 


RESOURCES. 


$900,000.00 

663,076.79 

13, 656, 43a  08 

2,825,000.00 

465,112.22 


$168,274.06 
2,542,975.94 
1,993,750.00 
1,484,147. 13 


Earning  assets. 


18,509,619.09 


6, 189, 147. 13 


Interest  accrued  on  United  States  bonds 

CoBt  of  unissaed  Federal  Reserve  notes 

Expenses  paid  in  advance 

Tnmsit  depiutmen  t  expense 

Fmniture  and  equipment— general 

Pnmiture  and  equipment— oransit  department 

Organization  exiiense 

Doe  from  Federal  Reserve  t>ank»— net 

Doe  from  banks  and  bonkers 

Exchanges  for  clearing  house,  cash  items,  etc 

Due  from  member  banks— overdrafts 

Fednnal  Reserve  notes  on  hand 

National  and  Federal  Reserve  notes  of  other  banks.. 

N  iekels  and  cen  ts 

MatUated  currency  forwarded  for  redemption 

Gold  settlement  ftand 

Gold  redemption  fund 

Gold  coin  and  certificates 

Other  lawful  money , 

Reserve •. 


17, 

1, 


057.93 
708.01 
445.83 
367.18 


10, 142. 15 

43,172.04 

1,684.23 


15,409.87 


18,491.31 


382, 
609, 
864, 


501.30 
389.97 
733.22 


31,517.06 
3,025,971.02 


171 

463, 

132, 


140.00 
476.00 
121.89 
500.00 


1,046,543.43 

33,959.73 

380,267.50 

215,885.00 

100.83 


',042, 
100, 

i,988, 
466, 


000.00 
000.00 
892.50 
154.30 


9,695,000.00 


7,445,485.90 
3,358,145.30 


25,597,046.80 


20,498,630.30 


Total 


54,794,517.09 


31,495,511,73 


UABILITIES. 

G^kltal : 

Profit  and  loss 

Unearned  discount  and  unearned  interest. . 

Government  deposits « 

Due  to  member  banks 

Gashier's  checks  outstandini 
Federal  Reserve  notM— i 
lOsoellaneous  liabflities . 


«... 
|iab 


5,228,100.00 

89,966.68 

39,559.33 

3,145,549.05 

44,965,072.26 

26,015.72 

1,300,000.00 

254.05 


5,269,600.00 


14,009.25 

787, 178. 48 

25,424,376.66 

107.63 


239.81 


Total  liaft>iHties.. 


54,794,517.09 


31,495,511.73 


The  following  statement  shows  the  results  of  the  operation  of  the 
bank  for  the  year  1916: 

Profit  and  loss  statement  of  year*s  operation. 

Earnings,  1916 ^$417,939.27 

Expensee  of  operation  of  the  bank  proper,  exclusive  of 

tiunsit  department $130, 742. 26 

Coet  of  Federal  Reserve  notes  used 16, 600. 00 

MisceHaneoufl  charges  on  account  of  note  issues 1 ,  002.  79 

Depreciation  in  furniture  and  equipment 15, 652.  78 

Disbursements  of  transit  department  in  excess  of  net  serv- 
ice charge 4,000.00 

Total 167,997.83 

Excess  of  earnings 249, 941. 44 

Deduct  organization  expenses 31, 517-  06 

Net  earnings 218, 424. 38 

Surplus,  Jan,  1, 1916 

Total , "118, 424.  38 

Dividends  paid  Dec.  30,  1916,  for  period  covered  from  Nov,  2,  1914,  to 
June  30,  1915 128,457.70 

Profit  and  loss  credit  balance,  Jan.  1,  1917 89,966.68 
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As  a  result  of  the  operaticms  for  the  year,  a  dividend  was  declared 
on  December  20  at  the  rate  of  6  per  cent  per  annum;  for  the  period 
from  November  2,  1914,  to  June  30,  1916,  amounting  to  $128,457. 
After  charging  oflF  all  expenses  of  organization  and  paying  the  divi- 
dend, $89,966  remained  in  the  profit  and  loss  account. 

The  amount  of  earnings  and  current  expenses,  including  the  cost 
of  issuing  Federal  Reserve  notes,  for  each  month  of  operation  during 
the  year  1916  is  shown  in  chart  2  and  the  following  table.  It  wffl 
be  seen  that  earnings  have  increased  rapidly  while  expenses  during 
the  year  have  been  fahiy  stable.  This  table  also  shows  the  per- 
centage of  the  net  earnings  to  the  capital  stock. 


l^rmVOf    CADKIKG^   AMD    EXPtMStS 

FCDCCAU  DescDYfe   Bank  or-  Phu-adcuphia 

DUDOMW 
OF  RUMS 

JAW     rce>    MAB|APB|WArpUNt|JUUi'|AUG|3e:PT|OCT|NCV|X)eC 

srUuJM 

60 
30 

to 

10 
0 

60 
30 
40 

30 
CO 

to 

0 

/ 

,/^ 
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/ 

\ 

ABNlf 

/ 

/* 

/ 

— 

/ 

QCHTI 

3(PtN2 

9--' 

*^»  ^ 

^^ 

-.''' 

"■" 

Um 
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Earnings  and  expenses. 


Month. 


1016. 

Jainiarr 

Frtmiarj 

March 

as?*::::::::::: 

June 

July 

Attsnst 

September 

October 

November 

December 


Earnings. 


From 
invest- 
ments. 


$14,512 
14,113 
20,464 
25,610 
31,969 
31,464 
36,418 
35,596 
36,107 
40,531 
37,362 
52,743 


From  sale 
of  United 
States  se- 
curities. 


tl,995 
1,300 
7,5eo 

285 


Sundry 
profits 


$214 

17 

S78 

12,910 

298 

399 

1,713 

1,869 

399 

324 

343 

1,473 


ToUl 
earnings. 


$14,726 
14,130 
20,842 
38,529 
32,267 
31,763 
38, 131 
37,465 
38,401 
42, 155 
45,295 
54,501 


Current 
expenses 
(Including 

cost  of 
Federal  Re- 
serve notes 

issued). 


» Net  eamints. 


Amount. 


Percentage 
to  paid-ia 

caplUl    . 

stock. 


$12,167 

$2,569 

11,210 

2,910 

10,&19 

10,103 

10,758 

27,771 

ii,ieo 

21,107 

12,410 

19,353 

11,031 

27,100 

9,254 

28,211 

12,303 

26,0f8 

11,817 

30,338 

17,692 

27,703 

18,653 

35,848 

0.6 
.7 
2.3 
6.4 
4.8 
4.5 
6.2 
6.5 
6.0 
7.0 
6.4 
7.9 


t  Thisitem  represents  gross  earnings  less  current  expenses  only,  not  including  any  deduct  ions  for  depre<. 
dation  on  (urniture  and  equipment  or  organization  expenses. 

The  percentage  of  the  net  earnings  to  the  capital  stock  for  each 
month  of  the  year  is  also  shown  in  chart  3. 


PecccNmcc:  or  net  tapnirct  to  capftal  stock 
rtoreAL  Bcsccvt  Bahk  of  Philadelphia 

tatoxr 

^BBOCin 

Jan  1  FEb  |A\AP|APP  |AAY  JUNt  PULY  AUG  3tPT  OCT  |AOY  DEC 

et 

At 

\ 

J 

_ 

/ 

X 

y 

I 

\ 

/ 

J 

1 

/ 

■ 
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Referring  to  the  statement  of  condition^  it  indicates  that  the  oper- 
ations of  all  the  departments  of  the  Federal  Reserve  Bank  increased 
largely  during  the  year. 
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Member  bank  reserve  deposits  increased  $19,541,000  through  the 
operation  of  the  Federal  Reserve  Act,  which  required  payments  to 
the  Federal  Reserve  Bank  during  the  year  of  two  installments  of 
reserves  of  member  banks. 

The  balance  to  the  credit  of  the  United  States  Government  shows 
a  large  gain  since  January  1,  1916,  when  the  Reserve  Bank  became 
the  fiscal  agent  of  the  Government. 

Invested  funds,  including  the  items,  bills  discoimted-membere, 
collateral  notes-members,  bills  bought  in  the  open  market,  United 
States  bonds,  and  municipal  warrants,  increased  $12,320,000. 

Reserve,  including  gold  and  lawful  money  in  vault  and  the  gold 
settlement  fund  balance  in  Washington,  increased  $5,098,000. 

The  growth  in  total  resources,  cash  reserve,  and  earning  assets  of 
the  Reserve  Bank  during  the  past  two  years  is  shown  in  the  fol- 
lowing chart: 


Cpowth  in  Ecsoudccs 

FCDClDAL  "DeSCDVC  EANK  Of*  PttlLADtLPHlA 


Chart  4. 

The  variations  in  total  resources,  member  bank  reserve  deposits, 
cash  reserve,  and  earning  assets  of  the  bank,  by  months  during  the 
year,  are  shown  in  chart  5.  The  rise  in  member  bank  deposits  in 
May  and  November  was  due  to  the  increase  in  the  percentages  of 
reserve  to  be  carried  in  the  Federal  Reserve  Bank  as  required  by  the 
Federal  Reserve  Act.  Steady  increase  in  this  item  is  also  due  to 
the  continuous  growth  throughout  the  year  of  the  amounts  of 
individual  and  bank  deposits  of  member  banks,  thereby  increasing 
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the  amount  of  reserve  required  to  be  kept  with  the  Federal  Reserve 
Bank. 


D&SOUDCtS 
PCDfcPAL  DCSECVC  BANK  OP  PHILADCLPHIA 


Chabt  5. 

III.     Investments  of  the  Bank. 

Considerable  increase  in  the  earning  assets  of  the  Federal  Reserve 
Bank  is  noticeable  by  referring  to  chart  6  and  the  following  table, 
which  show  the-  amount  of  the  invested  funds  of  the  bank  on  the 
first  of  each  month: 

Total  invested  funds. 


Month. 


1916. 

Febmwry 

lUrdL........ 

fc:::::::::::::::;:::;:::: 

June 

July 

Aogost 

o^itember 

October. 

November 

Dwember. 


Total 
investment 
operations. 


$3,012,800 
1,948,800 
6,542,700 
5,296,500 
6,562,000 
7,320,200 
7.318,400 
4,476,100 
7,571,500 
7,460,300 
9,462,600 

18,781,700 

85,771,600 


Averaee 

daUy 

amount  of 

invested 

funds. 


722,182 
140,448 
140,662 
960,526 
719,120 
120,064 
119,076 
357,542 
728,745 
881,188 
972,828 
239,396 


15,590,961 


Earnings. 


Average 

rate  of 

return  from 

all 

invested 

funds. 


2.21 
2.18 
2.16 
2.24 
2.25 
2.24 
2.37 
2.42 
2.48 
2.53 
2.53 
2.80 

2.42 


Total 
earnings. 


$14,512 
14,113 
20,464 
25,619 
31,969 
31,464 
36,418 
35,596 
36,107 
40,531 
87,362 
52,743 

376,896 
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iNVE^TyACNTS    OP*  THE   PtDtCAL  PtStCYC  BANK  O^  PHILADELPHIA 


££i£^<ISE2aS3ES3l!Z9!Z3SIIIZ3!Z3!S3[Z3(Z:3Q5E2a2ZS53&2a!S3a^ 


Chart  6. 


Reference  to  chart  7  and  the  following  table  shows  that  the  major 
portion  of  the  earning  assets  of  the  Federal  Reserve  B»nk  have  been, 
as  a  rule,  paper  of  less  than  60  days '  maturity. 

Maturities  of  invested  fundi  {not  including  United  States  bonds  or  notes). 


Month. 


mft. 

Febnmry 

Msreh 

is":::::::::::: 

Jane 

July 

August 

Septomber 

oaober 

NoTember 

Deoeraber 


Matnrtties  of  amounts  held  on  last  Friday  of  month. 


ItolO 
days. 


9021,914 

767,085 

709.942 

642,838 

1,873,887 

1,588,  «7 

2,280,562 

1,742,325 

2,420,344 

3,364,895 

2,670,292 

5,076,416 


llfo30 
days. 


1835,274 
849,429 
1,679,007 
2,Off7.223 
4,806,803 
2,872,628 
2.640,270 
2,932,987 
2,918,411 
2,615.863 
5.111,535 
4,660,472 


31  to  60 
days. 


$1,406,368 
60e>576 
1,563,729 
6,910^966 
3,726y931 
3>570y247 
4,471,783 
3y848>354 
4,604,153 
6^464,234 
5,903,828 
4,176,413 


61to9Q 
days.' 


8340,284 
900,356 
4,573,314 
2,446,469 
2,167,563 
3,357,641 
3,441,849 
3,739,104 
3, 878,  Ml 
3,569,681 
2,304.225 
3,121,287 


91  days  to       Total  in* 
6  months.  \'est«d  funds. 


$1,770, 28B 

2,336y73& 

332,767 

801.090 

961.886 

1,316.597 

1,531,671 

546v085 

73,0ia 

58,974 

82,503 

88,029 


S5»273,fll 
4,732,191 

8,848^711 
10,9I7,W 

ia,ai»s» 

li^TOiM 
H.3K»» 
12,8li^» 
I3y8M,8a 
M,  063. 517 
16,072,471 
17,128.617 
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A^ATUBITle5  OP  INVESTWCWTS    (MOT  INCLUDING  UNITEiD  SflTCTCS  tXDMDS) 
AT  THC  CLOSES  OP-  BUatNCSS  OK  LAST  ?QU>fi^  OF  EACH  ^VOMTH 
AT  THB   FtDEBAL  BtSeCVC  BAMK  OP  PHlLAOtUPHIA. 


Chabt  7. 


BILLS   DISCOUNTED — MEMBERS. 


The  rediscount  operations  for  the  year  1916  amounted  to  $8,684,332, 
as  compared  to  $5,137,083  in  1915.  Rediscounts  were  made  for  45 
member  banks,  of  which  10  were  in  Philadelphia,  24  elsewhere  in 
Pennsylvania,  10  in  New  Jersey,  and  1  in  Delaware.  These  were  the 
result  of  331  applications,  covering  3,292  pieces  of  paper,  averaging 
$2,638  per  piece.  The  smallest  note  was  for  $1.33,  while  the  lai^est 
was  for  $100,000.  The  minimum  amount  of  rediscounted  paper  held 
by  the  Reserve  Bank  at  any  time  during  the  year  was  $70,030,  on 
October  17,  while  the  maximum  amount  was  $1,219,569,  on  July  19. 
A  summary  of  the  year's  operations  is  given  in  the  following  table: 

BUls  discounted — Members  (exclusive  of  member  banks^  collateral  notes). 


KoDth. 


1916. 

^ 

«rj 

1 

Jne. 

J^ 

AiBiBt.... 

Mtrember. 
DtMDib«r. 


Banks 

redis- 

counting. 


ao 

10 
13 
16 
15 
13 
11 
6 
7 
7 
7 
18 


Totol 

rediscount 
operatioos. 


S242,773 
10»,3I7 
212,010 
922,680 

1,590,128 
946,730 

1,380,125 

739,515 

521,346 

87,303 

382,521 

1,550,969 

8,6H4,332 


Average 

daily 
amount  of 
redisroonts 

on  hand. 


$184,040 
217,425 
243,312 
484,626 
775,309 
547,013 
721,273 
388,923 
177,480 
93,024 
216,223 
661,395 

892,504 


Earnings. 


Average 
rate. 


4.03 
4.10 
4:09 
8.74 
3.78 
3.67 
3.93 
8.96 
3.98 
4.11 
3.89 
3.89 

3.90 


Amount. 


1629 

707 

845 

1,487 

2,488 

1.646 

2,i06 

1,307 

580 

324 

691 

2,183 

15,293 
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At  the  beginning  of  the  year  the  disooiint  rates  of  the  Fed^ 
Reserve  Bank  were  as  follows:  Three  i)er  cent  for  commeroial  paper 
having  a  maturity  not  exceeding  10  days;  4  per  cent  for  commeroial 
paper  having  a  maturity  over  10  days,  not  exceeding  90  days;  4J 
per  cent  for  agricultural  paper  having  a  maturity  over  90  days,  not 
exceeding  6  months ;  3  per  cent  for  trade  acceptances  and  commodity 
paper  having  a  maturity  not  exceeding  90  days.  These  rates  con- 
tinued without  change  imtil  July  5,  when  the  rate  for  oonomercial 
paper  maturing  within  10  days  and  the  rate  on  conmiodity  paper  and 
trade  acceptances  was  advanced  from  3  per  cent  to  3^  per  cent.  On 
September  21  the  rate  for  commercial  paper  maturing  within  10  days 
was  aboUshed  and  a  rate  of  3^  per  cent  was  established  for  the  discount 
of  paper  with  a  matiuity  of  not  more  than  16  days.  On  the  same 
day  a  rate  of  3i  per  cent  was  established  for  member  bank  collateral 
notes  with  a  maturity  of  not  more  than  15  days.  Since  that  time 
there  has  been  no  change  in  the  discoimt  rates.  The  rates  and  changes 
are  given  in  the  following  table: 

Discount  rcUes. 


Classes  of  discounts  and  loans. 


Changes  made  in  rates. 


Oct.  14, 
1915. 


Julv  «, 
1916. 


Sept.  a, 
191& 


Commercial  paper: 

I  to  10 «  days'  maturity. . 

II  to  30 >  days'  maturity. 
1  to  15  days'  maturity . . . 


16  to  30  days'  maturity . 

31  to  60  days*  maturity 

61  to  90  days'  maturity 

Agricultural  and  live-stock  paper:  91  days  to  6  months'  maturity. 

Collateral  notes— members:  1  to  15  days'  maturity 

Trade  acceptances: 

I  to  10  days'  maturity 

II  to  30  days' maturity 

31  to  90  days'  maturity 

Commodity  paper: 

1  to  30  days'  maturity 

31  to  60  da3rs'  matunty 

61  to  90  days'  maturity 


31 

4 
4 
4 

3 


»  Rates  discontinued  Sept.  21, 1916. 
Bankers'  acceptances— authorized  discount  rate:  Minimum,  2  per  cent;  maximum,  4  percent. 

COLLATERAL   NOTES — MEMBERS. 

Authority  to  make  advances  to  member  banks  on  their  own 
promissory  notes  having  a  maturity  of  not  over  15  days  was  given  by 
an  amendment  to  the  Federal  Reserve  Act,  approved  September  7, 
1916.  Since  September  21,  when  the  discoimt  rate  was  announced, 
the  Federal  Reserve  Bank  has  made  loans  to  member  banks  on  their 
own  notes  amounting  to  $13,644,268,  the  amount  of  such  notes  on, 
hand  December  30,  1916,  being  $900,000.    The  maximum  amount 
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held  was  $5,251,268  on  December  21.     Detailed  figures  of  these 
transactions  arc  as  follows: 

Collateral  notes — members. 


Number  of 
banks  bor- 
rowing. 

Amount  of 
note  opera- 
tions. 

Average 

daily 

amount  on 

hand. 

$4,167 

90,000 

493,133 

3,775,613 

Earnings. 

Month. 

Average 
rate. 

Amount. 

1916. 
September 

1 
2 
5 
10 

t2o,000 

220,000 

3,032,500 

10,366,768 

3.5 
3.5 
3.5 
3.5 

$12 

October 

271 

November 

1,489 
11,379 

December 

13,644,268 

1,090,728 

3.5 

13, 101 

ACCEPTANCES. 

By  far  the  largest  part  of  the  Federal  Reserve  Bank's  earning 
assets  consists  of  bankers'  acceptances  bought  in  the  open  market. 
These  acceptances  originated  in  the  exportation  and  importation  of 
goods  to  and  from  nearly  all  parts  of  the  world  and  cover  transactions 
in  chemicals,  coal,  coffee,  copper,  cotton,  fish,  flour,  gold,  grain,  hair, 
hides,  machinery,  meat,  oU,  pulp,  railroad  cars  and  materials,  rubber, 
ships,  shoes,  silk,  steel  products,  sugar,  tobacco,  wool,  and  various 
other  kinds  of  merchandise.  The  total  amount  of  acceptances 
purchased  during  the  year  was  $53,122,000,  as  compared  to  $7,566,000 
in  1915.  The  amount  of  acceptances  on  hand  has  fluctuated  between 
$1,544,000,  on  February  15,  and  $14,816,000  on  December  8.  The 
lowest  rate  at  which  they  were  bought  was  2  per  cent,  and  the  highest 
rate  was  3i  per  cent,  in  December.  There  were  no  purchases  of 
domestic  acceptances  during  the  year.  Details  of  the  purchase  of 
acceptances  are  as  follows: 

Bills  bought  in  open  market. 


Month. 


1916. 

January 

February 

Mardi..: 

April 

May 

Jmie 

\^ 

August , 

Sefrtember 

October 

November 

I>ecember 


Acceptances  purchased. 


Bankers' 
accept- 
ances. 


M,000 
>8,000 
14,000 
{7,000 
}6,000 
)2,000 
22,000 
32,000 
30,000 
19,000 
14,000 
}1,000 


Trade 
accept- 
ances. 


|.M,000 

15,000 

153,000 

153,000 

164,000 

127,000 

79,000 

231,000 

213,000 

156,000 

11,000 


Total. 


$194,000 
709,000 
4,759,000 
3,990,000 
4,109,000 
5,766,000 
5,049,000 
3,661,000 
6,591,000 
5,962,000 
5,670,000 
6,662,000 


51,760,000  1  1,353,000  53,122,000 


Average 

dally 
amount  of 
accept- 
ances on 

hand. 


00 
100 

too 

100 
100 
100 
100 
100 
100 
100 
100 
100 


8,585,000 


Earnings. 


Average 
rate. 


Amount. 


2.08 
2.07 
2.05 
2.03 
2.05 
2.10 
2.17 
2.28 
2.42 
2.45 
2.43 
2.58 


2.31 


$4,179 
2,743 
6,519 
9,961 
14,007 
16,581 
20,255 
20,679 
23,092 
24,681 
24,688 
30,908 


198,243 
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UNTTED   STATES  BONDS  AND  TREASURY  NOTES. 

Since  January  1,  1916,  the  Federal  Keserve  Bank  has  purchased 
$2,500,000  of  2  per  cent  United  States  Government  bonds  at  an  aver- 
age price  of  99.88  per  cent.  Of  this  total,  $1,000,000  were  purchased 
from  member  banks.  On  December  31,  1916,  there  were  $1,993,750 
of  these  bonds  on  hand,  making  a  total  of  $4,493,750  subject  to  con- 
version imder  the  terms  of  the  Federal  Reserve  Act.  In  accordance 
with  the  ruling  of  the  Secretary  of  Uie  Treasury,  $2,849,000  were 
converted  into  30-year  3  per  cent  bonds  and  1-year  3  per  cent  Treas- 
ury notes.  All  of  the  30-year  conversion  three's  have  been  sold  at  a 
I»remium,  resulting  in  a  profit  of  $25,900.  As  the  2  per  cent  bonds 
were  piu'chased  at  a  discount  and  converted  into  three's  at  par,  the 
bank  derived  a  further  profit  of  $9,734,  making  a  total  profit  of 
$35,634  frem  United  States  bond  operations  during  the  year.  The 
following  table  shows  the  average  amounts  of  bonds  and  notes  h^ 
with  earning  for  each  month  during  the  year: 

United  States  hoiids  and  notes. 


United  States  bonds. 

Ifnfted  States  notes. 

Month. 

Average 

amount  on 
lumd. 

Samtogs. 

Average 

aiBomitoa 
baoiL 

EaniBS^ 

AvecasB 
rate. 

AmouaL 

Average 
fate. 

AmDOBt. 

1910. 
Jomiary 

3,286,891 
3,905, 9H 
4,175,070 
4,090,009 
4,000,000 
»,  172, 613 
2,935,677 
2,819,333 
2,278,065 
1,874,600 
1,664,065 

2.91 
2.92 
2.01 
2.28 
2.24 
2.24 
2111 
2.17 
2.13 
2.25 
2.05 
1.98 

H897 
^268 
6,651 
7,819 
75W 
7,34S 
6)9tl 
5,414 
4983 
4,356 
3,162 
2,787 

February . 

Mjwjb 

ADTil 

1^::;:. .::::::::::::::::::::::::::: 

Jme 

July 

813,600 

n^900 

1,174,000 

1,174,000 

1,174,000 

aoo 

3.00 

aoo 

3.00 
3.00 

I3.9B 

August 

^09 

8epteml)er 

xm 

October 

t^B 

November .    . 

iM 

December 

iiti 

3,076,005 

2.12 

66,140 

49o,00w 

a9» 

Ht9» 

MUNICIPAL   WASRANTS. 


Warrimts  amountmg  to  $7^823^000  were  purchased  during  the  year, 
the  average  income  yield  being  about  2.6  per  cent.  These  warrants 
were  issued  by  cities,  States,  and  towndkips  of  Arizona^  Califoimay 
Cannectkut,  Georgia,  ELentucky,  Maine^  Massachusetts,  Missouii, 
Ifew  Jersey,  New  York,  Ohio,  Pennsylvania,  Rhode  Island,  TeniMa- 
see,  and  Washington.    Details  are  given  in  the  following  table: 
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Month. 


1916. 

January 

February 

March 

^yi-;:::::::::::::::::::::::::: 

Jane 

July 

AugnsC 

SepUmher 

October 

November 

Deoember 


Aiouuut  of 
warrants 
purchased. 


$1,576,00© 
630,  60a 
855,700 
100,000 
862,800 
617,600 
889,800 
75,600 
434,200 
1,300,300 
378,200 
900, 29» 


7,828,000 


Average 

daily 
amount  of 
warrants 
on  hand. 


82,361,500 
2,062,000 
3,240,000 
3,318,700 
3,908,000 
2,962,300 
2,416,900 
2,553,460 
2,285,900 
3,362,500 
1,863,100 
872,600 


2,675,600 


Earnings. 


Average 
rate. 


2.44 
2.29 
2.35 
2.33 
2.38 
2.42 
2.93 
2.H3 
2.93 
2.78 
2.99 
8.40 


2.58 


Amount. 


$4,897 
5,395 
6,449 
6,352 
7,880 
5.889 
6,680 
6,129 
6,490 
7,933 
4,571 
2,61» 


69,183 


IV.  General  Banking  Conditions  in  the  District  and  Relations; 
WriH  Member  Banks. 

The  Philadelphia  district  has  a  population  of  6,540,000  and  an  area 
of  37,198  square  miles.  There  are  632  national  banks,  137  state 
banks,  and  231  trust  companies  in  the  district.  Five  national  banks 
have  been  organized  during  the  year;  two  have  gone  into  liquidation, 
and  one  has  failed. 

The  total  resources  of  the  national  banks  of  the  district  amount  to 
Sl,195,983,000;  and  the  resources  of  state  institutions  to  $915,084,000 
making  the  total  banking  resources  of  the  district  $2,111,067,000, 
exclusive  of  savings  banks  and  private  bankers.  It  should  be  noted 
that  trust  funds  which  are  held  by  the  trust  companies  of  this  district 
to  an  amount  probably  in  excess  of  $1,000,000,000  are  not  included 
in  the  above  figures. 

TTie  Federal  Reserve  Bank  is  located  in  the  only  reserve  city  in  the 
district.  Only  thirty  member  banks^  or  less  than  6  per  cent  of  the 
total  number,  are  in  Philadelphia.  These  have  a  capital  and  surplus 
of  $59,430,000  or  34  per  cent  of  the  total  for  all  the  banks  of  the 
district  and  carry  balances  with  the  Federal  Reserve  Bank  of  $25,558,- 
482,  or  58  per  cent  of  the  total  member  bank  deposits  with  the  Fed- 
eral Reserve  Bank. 

CJhart  8  shows  that  tlte  banking  resources  of  this  district  have 
g»ned  materially  during  the  last  two  years.  The  combined  resources 
of  the  natiomal  banks,  state  banks  and  trust  companies  have  increased 
approximately  $294,000,000,  or  16  per  cent  within  a  year,  as  shown 
in  the  following  tables.  Tlic  trust  companies  have  gained  $152,000,- 
000,  or  nearly  24  per  cent,  and  the  national  banks  $141,000,000, 
sKg^tly  more  than  13  per  cent. 
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GQCfWTK  IN  BtSOUDCCS  Of^  THt  NATIOMAL  BANKS,  SlATC:  BiWiKSANO 
TQU5T  COAPANltS    IN  THt    PHlLADtLPHlA    PtStDYC    DISTDICT 

C  bANK3                   1 

mo                       1 

NAnOMALbAHlO 

^^^^1 

|B9i 

■^H  ALL  BANKS              | 

icuaTConwkMits 

YCAOl         Mtyox 

)00 

-~  .™p  •^°r~..«io.  •"- 

xooo 

•t-w 

*DOO*^* 

'^e-J-o 

OVPTTAU 

AHO 

UHDIVIOCO 

t9H^^^ 

. 

1915^^8    ^^ 

PBorrra 

1916^^^ 

■ 

iNOlVIOa&L 

Dcposns 

1914  ^^^^^H 

1 

1915  ^^^^^H 

1916  ^^^^^^^^BBH 

bllHBH 

^^^^^^^^^^^^ 

TtnAL 

19H  ^^^^^^^^^H 

»u  ^^^^^^^^^^Hj^H 

.              ^ 

• 

■ 

t9i6  ^^^^^^^^H^Hhhh 

^^^^^^^^^^^^^■^^^^^^^^™  1 

Chabt  8. 
Combined  total  retources  of  the  national  banli,  Stale  bankt,  and  trutt  eompania  in  the 

district. 


State. 

National  banks. 

State  banks. 

1914                  1915 

1916         1         1914                  1915                  1915 

Delaware 

$14,834,000  1    $15,278,000 

77,745,000        81,802,000 

910,899,000  1    958,028,000 

$17,680,000 

95,094,000 

1,063,200,000 

$3,804,000 

9  412,000 

104,100,000 

$4,442,000 

9,761,000 

106,344,000 

$5,005,000 

New  Jersey 

FennsylvaQla 

9^6So» 
107  000,000 

Total 

1,003,478,000  |1, 055, 108,000 

1,195,983,000  {    117,325,000 

120,547,000        121,776,000 

SUte. 

Trust  companies.                     1       Total  for  all  banfa  in  this  district 

1914                 1915 

1916          1          1914 

1915 

1916 

Delaware 

$18,683,000  !    $21,288,000 

43,752,000  1      45,916,000 

518,620,000  1    574,471,000 

$27,887,000  1    $37,321,000 
52,865,000  1    130,900,000 
712,556,000   1,533,628,000 

$41,008,000 

187,478^000 

1,688,843,000 

$50,671,000 

New  Jersey 

Pennsylvania 

157,5n,000 
1,902:825,000 

Total 

581,055,000  I    641,675,000 

793,308,000   1,701,858,000 

1,817,330,000 

2,111,007,000 

Note.— Figures  of  the  same  date  could  not  be  secured  for  the  various  daaaes  of  banks  In  the  dilBtn^ 
States  and  it  was  impossible  to  get  complete  returns  in  some  cases,  therefore,  the  flgurss  fn  this  and  thtloi* 
lowing  teble  should  be  considered  as  reliable  estimates  rather  than  as  exact  ealcolatloos. 
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Combined  total  re$(ntrce9  of  ^  ntUional  banks,  State  hankSf  and  trust  companies  in  the 

district — Continued. 

PERCENTAGE  OF  INCREASE  IN  RESOURCES. 


NaUonal  banks. 

State  banks. 

Trust  companies. 

.     AH  banks. 

State. 

1915  over 
1914. 

Percent. 
3.0 
5.2 
5.1 

1916  over 
1915. 

1915  over 
1914. 

1916  over 
1915. 

1915  over 
1914. 

1916  over 
1915. 

1915  over  1916  over 
1914.     1     1915. 

1 

Delaware 

Percent. 
15.8 
16.2 
13.1 

Percent. 
16.5 
3.7 
2.2 

Percent. 
14.8 
»1.5 

a7 

Percent. 
14.0 
5.0 
10.7 

Percent. 
31.0 
16.1 

24.0 

Percent. 
9.9 
6.0 
6.9 

Percent. 
23.3 

New  Jersey 

14.6 

Pemisylvaiiia 

16.1 

Total 

5.1 

13.3 

2,7 

1.0 

ia4 

23.6 

6.8 

16.2 

'  Decrease. 
Combined  statement  of  condition  of  member  banks. 


RESOITRCES. 

Loans  and  discounts 

United  States  bonds 

Other  bonds,  securities,  etc 

All  other  resooroes. 

Total 

LIABILITIES, 

Capital  sto* 

Santas , 

Undivided  profits 

National  bank  notes  outstanding 

Individual  deposits 

Bank  deposits 

Another  liabilities.. 

Total 


Comptroller's  call  of-- 


Sept.  12, 1914,»  Sept.  2, 1915.  Sept.  12, 1916. 


1518,774,000 

60,843,000 

156,673,000 

267,188,000 


1,003,478,000 


1,065,108,000 


76,875,000 
98,761,000 
20,759,000 
64,197,000 
570,342,000 
159, 796, 000 
12, 748, 000 


1,003,478,000 


1527,799,000 

61,438,000 

198,582,000 

267,289,000 


$597,371,000 
58,812,000 
244,462,000 
295,338,000 


1,195,983,000 


77,248,000 
98,150,000 
21,100,000 
58,278,000 
640,860,000 
149,604,000 
9,868,000 


76,814,000 
97,304,000 
24,460,000 
56,291,000 
759,894,000 
166,926,000 
14,294,000 


1,055,108,000     1,195,963,000 


I  The  figures  for  1914  include  only  those  bdnks  now  in  this  district. 

Banking  and  credit  conditions  within  the  district  during  the  past 
year  have  been  such  that  there  has  not  been  much  opportunity  for 
the  Federal  Keserve  Bank  to  demonstrate  its  real  usefulness  to 
member  banks.  The  following  table  of  borrowings  by  member  banks 
shows,  however,  that  the  Reserve  Bank  is  assuming  an  increasin^y 
important  position  with  its  member  banks. 

Summary  of  borrotcings  by  member  banks  in  district  No.  S. 


Date  of  oomptrollor's  call. 


Amount  of 
Number  of /e*^J^^^^^ 


borrowing  I 
banks. 


Federal 
Reserve 
Bank.i 


Dee.  31, 1915. 
Mar.  7, 1916.. 
May  1,1916.. 
June  30. 1916. 
Sopi.  li,  1916. 
Nov.  17, 1016. 
Dec  27, 1916. 


110 
70 
95 
92 
54 
61 
76 


$168,274 
215,307 
519,295 
534,242 
262,005 
509,607 
4,257,746 


Total 

amount  of 

rediscounts 


$646,482 
492,126 
924,948 
942,990 
468,262 
804,509 
4,452,354 


Total 
amount  of 
borrowings 


$2,935,182 
1,806,126 
2,757,948 
2,636,490 
1,483,763 
1,825,381 
5,708,151 


75284**— 17- 


1  This  amount  includes  collateral  notes,  members. 
-18 
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The  growth  and  development  of  business  in  this  district  during  the 
past  year  is  evidenced  by  the  increase  in  bank  clearings.  In  Phila- 
delphia the  increase  was  $4,220,000,000,  or  48  per  cent,  for  1916  OTer 
1915;  for  the  other  cities  in  the  district,  $155,000,000,  or  45  per  cent, 
over  last  year. 

The  clearings  for  the  district,  for  Philadelphia  alone,  and  for  the 
country  banks  of  the  district,  by  months  during  the  past  two  yews, 
are  shown  in  chart  9  and  the  following  table.  It  will  be  noticed  that 
the  clearings  for  Philadelphia  and  for  the  district,  for  November,  1916, 
were  nearly  twice  as  large  as  in  January,  1915. 

Bank  clearings. 


City. 


AlLoona 

Chester 

Harrisburg... 

Lancaster 

NorristoM-n... 
Philadelphia. 

Reading 

Bcranton 

Trenton 

Wilkes- Barrc 
Wilmington.. 
York 

Total... 


ClearinRs, 
1915. 


S27,189,489 
39,780,519 
87,707,766 
a5, 067, 499 
25,027,504 
8,863,633,292 
95,820,425 

164,023,379 
99,501,058 
87,017,610 

107,730,062 
47,851,799 


Clearings, 
1916. 


13 


108 
L56 
166 
156 
12 
>70 
143 
'82 
190 
^4 
>15 


Increase  1916 
over  1915. 


2 

i: 
I 

4,3l! 

2: 


J 


196 
» 

t91 
167 

m 

t20 
M5 
164 

^24 
180 
i62 

riO 


9,731,010,401     14,105,718,097       4,374,707,096 


Per  oat 

increase 

1916  om 

1915. 


15 
5S 
It 
15 
15 
49 
S 

1 
IT 

6 
4S 
12 


J&ANK  CLC:AeiMa"=) 
PHILADELPHIA  PCDCUAL  PC:3tCYt  D13TQICT 

Millions  ^ 

4                                      ii\5 

-  FULUOK 

vnauLMaOa 

C  JAN  Pt5lMM|APB|WW  JUh4Kw1Ah:|3CJ^OCt|^ 

JAN|fC0|AAD|Al«|ARr  JOfcHAX^H^ 

OPMXiK 

MOO     _ 

.      1400 

1200     _ 

/, 

••• 

tzoo 

1000     _ 

t 

mi 

It 

u 

7- 

/C    D 

3rd 

»IC 

'> 

^ 

»* 

*, 

1000 
600 

600 

400 

COO 

0 

600     - 

^ 

*», 

ft 

-JOC 

7 

600      - 

'"'v 

-^ 

:^ 

^ 

— 

X 

^ 

t 

400      _ 

COO      _ 

-Jr 

j! 

JTH 

isi 

OT 

C3 

w 

>HnA 

DIU>? 

IIA 

P.? 

m 

Ct, 

[)13 

rot 

T- 

>.. 

id 

_ 

.^ 

_ 

... 

•w 

_ 

_^ 

. 

Chabt  9. 


The  use  of  American  bank  and  bankers'  acceptances  in  financing 
export  and  import  business  is  increasing  rapidly.  The  following 
table  shows  aggregate  acceptance  liabilities  of  the  member  banks  in 
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Philiulelphia  at  various  dates  during  the  past  year.  So  far  as  is 
known,  nonmember  banks  in  the  district  have  not  made  any  ac- 
ceptances« 

Date  of  comptroller*!!  call :  Acccptonce  liabUltlee. 

Dec.  31, 1915 |2,809,()00 

liar.  7,1916 5,751,000 

May  1,1916 6,219,000 

June  30,  1916 5, 234, 000 

Sept.  12,  1916 5,084,000 

Nov.  17,  1916 8,640,000 

Dec.  27,  1916 8, 309, 000 

The  subject  of  the  use  of  trade  acceptances  has  been  under  earnest 
discussion  during  the  year  and  is  one  worthy  of  the  attention  of 
trade  organizations,  member  banks,  and  business  men.  A  moro 
general  adoption  of  this  method  of  carrying  the  purchase  of  goods, 
instead  of  the  open  book  accounts,  would  be  a  step  forward  in  good 
banking  practice. 

Through  the  establishment  of  the  collection  system,  active  relations 
maintained  with  all  the  member  banks,  it  is  believed,  will  grow  more 
intimate.  Through  the  collection  system,  the  Reserve  Bank  also 
has  direct  dealings  with  about  half  of  the  nonmember  banks  of  the 
district,  and  it  is  expected  that  in  the  near  future,  direct  relations 
will  be  extended  to  all  the  banks  in  the  district. 

Some  member  banks  still  follow  the  policy  of  keeping  only  the 
required  portion  of  their  reserves  with  their  Federal  Reserve  Bank, 
while  others  find  it  to  their  advantage  to  keep  a  larger  portion  with  it. 
As  gold  in  the  Federal  Reserve  Bank  serves  a  much  larger  purpose 
than  in  the  vaults  of  the  member  banks,  it  is  hoped  that  it  will  not  be 
long  before  all  the  banks  will  reduce  their  holdings  of  cash  to  the 
mmiTniim  necessary  for  counter  purposes  and  keep  as  much  of  their 
reserve  as  possible  with  their  Federal  Reserve  Bank.  This  would 
also  relieve  member  banks  of  the  responsibility  incident  to  keeping 
on  hand  large  amounts  of  cash.  The  following  table  shows  the 
changes^in  the  reserve  position  during  the  past  18  months; 

Reserve  condition  of  member  banks. 
[WXys  omitted.] 


I>ate  ot  com  ptroller's 
call. 


6ept.2. 
Nov.  10. 
DeD..ai. 


1015. 


Mtyt.. 

^imeao. 
ten.  12. 
K«r.l7. 

Dec.27. 


1016. 


IiiTaaU. 


Held. 


18.299 
50,420 
50,886 

65,568 
51,157 
46,863 
65,485 
61,63S 
53.492 


I    Re- 
quired. 


36,516 
38,428 
37,822 

40,063 
40,898 
40,324 
42,501 
44,308 
44,038 


With  Federal 
Reserve  Bank. 


With  approved 
reserve  agents. 


Held.      ?Sl,     Held,  i    5fli 
**"*"•    quired.    ***'•**•    quirod. 


19.443 
20,238 
27,367 

88,800 
20,712 
84,106 
41,294 
47,443 
02,114 


16,625 
17,550 
24,092 

35,054 
26,106 
33,013 
34,856 
44,308 
44,038 


98,752 
94,407 
75,215 

08.868 
87,282 
78,487 
80,821 
78,086 
66,600 


36,516 
38,428 
30,957 

33,309 
33,501 
26,704 
27,120 
30,222 
20,032 


Total. 


Held. 


Re- 

qoired. 


166,493 
165,065 
153,368 

178,335 
165, 101 
154,458 
177,600 
177, 112 
182,290 


89,657 
94,406 
92,872 

99,936 
100,505 

99,041 
104,567 
108.838 
108,108 


Excess. 


76,836 
70,650 
60,496 

78,400 
64,596 
55,417 
73.033 
66.274 
74,188 
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It  is  felt  desirable  to  remind  the  officers  and  directors  of  member 
banks  that  this  bank  is  their  institution  and  its  officers  woidd  be 
glad  to  have  them  call  more  frequently  to  discuss  the  affairs  of  the 
Reserve  Bank  and  other  matters  of  conmion  interest. 

The  Chairman  wishes  to  express  his  deep  appreciation  of  the  coop- 
eration  and  assistance  rendered  by  the  officers  of  banking  institatioos 
in  the  district  in  furnishing  information  as  to  business  conditions  in 
their  commimities  and  of  the  hearty  way  they  responded  to  all 
requests  for  such  information. 

V,  The  Federal  Reserve  Bank  and  the  GovEENMENTk 

Since  January  1,  1916,  the  Federal  Reserve  Bank  has  been  acting 
as  fiscal  agent  of  the  United  States  Grovemment.  At  that  tim^e  the 
accounts  in  some  of  the  national  banks  of  Philadelphia  were  closed 
and  the  balances  amoimting  to  about  $800,000  were  transferred  to 
this  bank.  Since  then  a  portion  of  the  receipts  of  the  Government 
has  been  deposited  iii  the  Reserve  Bank  daily,  involving  the  handling 
of  a  large  amoimt  of  checks  and  cash..  The  volume  of  such  deposits 
varies  considerably.  The  maximum  amount  to  the  credit  of  the 
Government  was  $10,750,000  on  JiJy  8,  when  the  receipts  of  the 
internal-revenue  office  were  especially  large,  due  to  the  payment  of 
taxes  on  incomes. 

.  The  Reserve  Bank  has  had  intimate  and  active  relations  with  the 
subtreasurer  at  Philadelphia  and  tlie  chief  national-bank  examiner  of 
the  district,  and  it  affords  much  pleasure  to  acknowledge  the  cour- 
teous attention  and  hearty  cooperation  which  has  been  extended  to 
the  bank  by  those  connected  with  these  departments. 

VI.  Federal  Reserve  Note  Issues. 

The  issuance  of  Federal  Reserve  notes  largely  increased  during  the 
year,  as  shown  by  the  following  comparative  statement: 


Dec.  30, 1916. 

Dec.  31, 1915. 

Federal  Reserve  notes  received  from  Comptroller  ol  Cur- 
rency, from  organization  of  banir r, ,....., .--- 

130,480,000 

6,1150,410 
7,260,000 
17,060,500 

13,730,000 

11,180,000 

859,590 

$12,480,000 

FederarReserve^notes  returned  to  Comptroller  of  Cur- 
rency for  redemption  and  destruction,  from  organiza- 
tion of  bank 

640,000 

Federal  Reserve  notes  on  hand 

2,OBO,000 

Federal  Reserve  notes  issued  to  the  bank 

9;i60;000 

Gold  deposited  with  agent  to  retire  outstanding  Federal 
Reserve  notes: 
<^old  on  hand . . . .  r ..,  r - 

$4,160,000 

Credit  balance  with  Federal  Reserve  Board 

5,000,000 

Credit  balance  in  eold  redemntion  fund 

fi  iM)  ono 

Paper  held  by  agent  to  secure  Federal  Reserve  notes 

1,300,000 

'•njS! 

As  a  result  of  the  issue  of  Federal  Reserve  notes,  the  gold  in  the 
hands  of  the  Federal  Reserve  Agent  increased  $6,609,590  during  the 
year.  Much  strength  is  added  to  the  Federal  Reserve  Bank  by  the 
accumulation  of  gold  through  the  issue  of  Federal  Reserve  notes. 
Due  to  the  activity  of  business,  a  much  larger  amount  of  currency 
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was  used  for  pay  roll  and  other  purposes.  The  Federal  Reserve  notes 
outstanding  have  increased  from  $9,160,000  to  $17,069,590,  which  are 
secured  by  a  deposit  of  gold  and  commercial  paper  with  the  Federal 
Reserve  Agent.  Should  an  unusual  demand  for  loans  be  experienced, 
the  reserve  of  the  bank  could  be  increased  through  the  release  of  all 
the  gold  held  by  the  Federal  Reserve  Agent  by  the  substitution  with 
him  by  the  bank  of  an  equal  amount  of  commercial  paper.  Accord- 
ing to  the  statement  of  the  agent  of  December  30,  1916,  the  bank's 
gold  reserve  in  that  case  would  be  increased  nearly  $10,000,000, 
which  is  evidence  of  the  potential  strength  of  the  gold  fimd  accumu- 
lated through  the  issuance  of  Federal  Reserve  notes. 

The  amount  of  Federal  Reserve  notes  outstanding,  by  months, 
during  the  past  two  years,  is  shown  in  chart  10  and  the  following  table: 

Federal  Reserve  notes. 


Month. 


January.. 
Februaliry. 
Man*. 


1910. 


Z":. 


June. 

July 

Aufust 

September. 
October.... 
November. 
December.. 


Total 14,157,700 


Amount 
outstanding 
at  begin- 
ning of 
month. 


160,  eoo 

660,000 
687,550 
178,250 
805,750 
314,850 
312,650 
832,650 
363,450 
606,250 
473,140 
120,640 


Amount 
Issued  dur- 
ing month. 


S325,000 


1,472,700 
900,000 


680,000 
1,360,000 
6,080,000 
3,340,000 


Amount 
redeemed. 


$500, 
1,297, 
509, 
372j 
490, 
474, 
380, 
460, 
437, 
493, 
432, 
391, 


16,248,110 


Amoiuit 

outstanding 

at  end  of 

month. 


660,000 
687,650 
178,250 
805,700 
314,850 
312,650 
832,650 
363,450 
606,250 
473,140 
120,640 
069,590 


Amount 
held  by 
bank 
at  end  of 
month. 


S561,445 
202,500 
115,795 
150,695 
158, 470 
633,520 
510,650 
443,440 
472,170 
425,850 
1,519,010 
171, 140 


Amount  in 

circulation 

at  end  of 

month. 


$8,098,555 
7,485,050 
7,062,456 
6,655,055 
6,156,380 
6,679,130 
7,322,000 
6,920,010 
7,134,080 
8,047,290 
12,601,630 
16,898,450 


>  01  this  amoimt,  $5,510,410  were  notes  unfit  for  circulation,  which  were  delivered  to  the  Comptroller  of 
Currency  for  destructioh.  The  balance,  $787,700,  were  notes  fit  for  circulation,  wliich  were  reissued  to  the 
bank  by  the  Federal  lieserve  Agent. 
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The  next  table  shows  that  note  issues  were  heaviest  during  the  itSL 
of  the  year  and  that  all  of  the  notes  issued  were  of  $5,  $10,  and  $20 
denominations. 


Denominations  of  Federal  Beserve  notes  issued  during  1916. 

Month. 

! 
FlTe*.     j     Tons. 

Twentifls. 

TotaL 

January 

1916. 

Fabruary 

1214,900 

S110,200 

$325,000 

March... 

April 

1 

' 

MSy.::::::...: :.:.:.::::.:::::::::::::::: 

1 

June 

$512,700,        4»,000 
200.000  !        480.000 

480.000 
160.000 

1,472.700 
900,  Ml 

July 

August 

September • 

400  000  '        ^'^  'vvi 

80.000 

720,000 

1,780.000 

1.120,000 

680.600 

October !.!...!.!...!...!.!."!  '.. 

640.000 
2.280.000 

1,380,001 

November ^ 

2.n4n.nnn 

6,088,00 

December.... 

1,660,000  {        560,000 

3^340.000 

Total.. 

5,752,700 

3.974,800 

4,430.200 

14.157.700 

The  issue  of  Federal  Reserve  notes  covered  by  gold  is  not  a  matter 
of  any  profit  to  the  Reserve  Bank,  but  is  an  expense  equal  to  the 
cost  of  printing  and  shipping  them.  Experience  has  shown  that 
this  amounts  to  about  1  cent  a  note.  As  notes  issued  under  these 
circumstances  are  for  the  benefit  of  the  pubhc,  it  has  been  suggested 
that  the  Grovemment  assume  the  cost  of  issuing  them. 

VII.  Internal  Management  of  the  Bank. 

BOARD  OF  DIRECTORS. 

In  December,  1916,  M.  J.  Murphy,  of  Clarks  Green,  Pa.,  was 
reelected  a  class  A  director  of  the  Federal  Reserve  Bank  by  the 
member  banks  in  group  3,  for  a  term  of  three  years  ending  December 
31, 1919,  and  Alba  B.  Johnson,  the  only  nominee  for  class  B  director, 
was  reelected  by  the  member  banks  in  group  1  for  a  similar  term. 

In  connection  with  the  election  of  directors,  it  is  interesting  to  note 
that  as  a  result  of  the  grouping  of  banks  as  required  by  the  Act, 
group  1  contains  210  banks  having  capital  and  surplus  of  $137,748,000, 
or  79  per  cent  of  the  capital  and  surplus  of  all  member  banks  in  the 
district ;  group  2  has  21 1  banks  with  capital  and  surplus  of  $26,217,000, 
or  15  per  cent  of  the  total;  and  group  3,  211  banks  with  capital  and 
surplus  of  $9,653,000,  or  6  per  cent  of  the  total  for  all  the  member 
banks, 

A  number  of  changes  have  occurred  during  the  year  among  the 
class  C  directors.  The  term  of  George  M.  LaMonte,  of  Bound  Brook, 
N.  J.,  expired  December  31,  1915.  By  the  transfer  of  the  northern 
part  of  New  Jersey,  in  which  Mr.  LaMonte  resided,  to  the  New  York 
Federal  Reserve  district,  he  became  ineligible  for  reappoinUnent 
and  Vance  C.  McCormick,  of  Harrisburg,  Pa.,  was  appointed  to 
succeed  him  as  a  director,  while  George  W.  Norris,  a  m^nber  of  the 
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Board,  was  appointed  deputy  Federal  Reserve  Agent  and  deputy 
chairman.  Mr.  McCormick  retired  in  Jidy  and  J.  Davis  Brodhead, 
of  South  Bethlehem,  Pa.,  was  appointed  in  September.  In  Augrust 
Mr.  Norris  resigned  to  become  Commissioner  of  the  Federal  Farm 
Loan  Board,  and  Henry  Bi  Thompson,  of  Wilmington,  ,Del.,  was 
appointed  to  his  place  and  designated  as  deputy  Federal  Reserve 
Agent  and  deputy  chairman.  Mr.  Thompson  has  since  been 
appointed  by  the  Board  to  serve  for  a  three-year  term,  ending 
liecember  31,  1919. 

The  men  who  retired  from  the  board  were  experienced  in  financial 
and  commercial  affairs;  were  highly  esteemed  as  colleagues  and  re- 
spected as  counsellors;  and  the  severing  of  their  connection  with  the 
board  was  the  cause  of  the  deepest  regret  to  their  associates. 

With  one  or  two  exceptions  in  midsummer,  meetings  of  the  board 
of  directors  and  of  the  executive  committee  have  been  held  regu- 
larly during  the  year.  All  the  loans  and  investments  made  were  sub- 
mitted to  and  acted  upon  by  them,  and  discount  rates  and  all  other 
matters  of  importance  affecting  the  operation  of  the  bank  were  con- 
sidered by  them.  The  directors  have  manifested,  at  all  times,  a  deep 
interest  in  the  bank  and  have  given  much  consideration  to  its  affairs. 

CHANGES   IN   OFFICIAL  AND  CLERICAL   STAFF. 

Hiomas  Gamon,  jr.,  formerly  chief  clerk  of  the  bank,  was  elected 
assistant  cashier  in  January,  1916. 

Th^^  were  89  employees  of  the  Reserve  Bank  at  the  end  of  the 
year,  as  compared  with  45  at  the  beginning;  28  men  were  added  to 
the  force  of  the  transit  department;  2  to  the  teller's  department;  5 
to  the  bookkeeping  department;  1  to  the  auditing  department;  and 
2  were  regularly  assigned  to  handle  the  work  incident  to  Govern- 
ment deposits. 

The  clerical  staff  has  rendered  faithful  and  eflBcient  service.  In 
solving  the  many  problems  in  connection  with  the  development  of 
the  operations  of  the  institution,  especially  in  connection  with  the 
inauguration  of  the  check  collection  system,  which  involved  a  large 
amount  of  extra  service,  excess  hours  of  labor  were  cheerfully  given 
and  all  the  work  most  satisfactorily  performed,  evidencing  the  hearti- 
est cooperation  of  officers  and  clerks. 

WORK  OF  THE  FEDERAL  RESERVE  AGENT 's  DEPARTMENT. 

On  January  15,  1916,  the  Federal  Reserve  Board  authorized  the 
appointment  of  an  assistant  to  the  Federal  Reserve  Agent,  and 
Arthur  E.  Post  was  appointed  to  the  position. 

The  local  office  of  the  Federal  Reserve  Board  has  been  maintained 
in  the  Federal  Reserve  Bank  as  required  by  the  Act,  with  a  sufficient 
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force  to  do  the  work  in  connection  with  the  issuing  of  notes,  makiag 
of  reports,  and  other  matters  pertaining  to  the  office. 

VIII.  Transit  Department  Operations. 

The  number  of  items  handled  by  this  department  has  increased 
rapidly,  partly  because  of  the  gradual  increase  in  the  number  of 
banks  using  the  system.  Chart  11,  together  with  the  following 
tables,  shows  the  average  number  and  amoimt  of  items  handled 
daily  and  the  total  number  and  amount  handled  each  month.  During 
June,  the  last  month  of  operation  of  the  system  then  in  force,  a 
daily  average  of  6,298  items  were  handled,  as  compared  to  31,299  in 
December  under  the  new  plan. 

Transit  department  operations. 


Month. 


Average  namber  of  items  handled  daily. 


On  Philadelphia 
banks. 


Num- 
ber. 


Amount. 


On  country  banks 
in  this  district. 


Num- 
ber. 


Amount. 


On  banks  in  other, 
reserve  districts. 


Num- 
ber. 


Amount. 


Total. 


Num- 
ber. 


1916. 

January 

February 

March 

April 

May 

June 

July  1  to  July  14.. 
July  151  to  July  31 

August 

September 

October 

November 

December 


1,272 
1,262 
1,087 
1,155 
1,247 
1,503 
1,684 
2,322 
3,438 
5,695 
8,279 
8,941 
8,957 


$1,740,933 
1,746,935 
2,081,444 
2,373,427 
2,560,451 
2,671,149 
3,356,974 
3,957,102 
4,497,927 
6,735,277 
7,667,741 
8,084,550 
9,025,654 


4,717 

4,612 

4,177 

4,576 

4,443 

4,653 

4,661 

11,437 

13,124 

12,240 

14,066 

15, 137 

16,374 


$464,830 

432,936 

423,187 

464,105 

459,918 

471,700 

504,481 

1,375,391 

1,516,512 

1,589,865 

1,754,711 

1,806,792 

2,046,101 


85 
87 
127 
170 
178 
142 
166  ^ 
968  I 

3,051  j 

5,011    . 

6,785 

5  568 

5,968 


'i: 

2, 
2, 

i: 

2, 

^. 

5, 

I: 


6,074 

5,961 

5,391 

6,901 

5,868 

6,296 

6,611 

14  727 

19,613 

22,M6 

28,130 

29,646 

31,290 


1  The  universal  par  collection  system  started  July  15, 1916. 
Total  number  and  amount  of  checks  handled  monthly. 
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Chart  11. 

A  glance  at  the  chart,  which  is  based  upon  daily  averages,  reveals 
some  striking  changes  under  the  new  system.  Checks  on  banks  in 
other  reserve  districts  show  a  large  increase.  These  items  for  the  most 
part  come  from  Philadelphia  member  banks,  some  of  which  now  send 
practically  all  of  their  foreign  items  to  the  Federal  Reserve  Bank. 
The  niunber  of  items  on  Philadelphia  banks  also  shows  a  large  in- 
crease, the  greater  part  of  the  gain  coming  from  checks  received  from 
other  Federal  Reserve  Banks. 

Under  the  regulations  of  the  Federal  Reserve  Board  for  the  han- 
dling of  checks  on  nonmember  banks,  arrangements  have  been  made 
with  143  nonmember  banks,  outside  of  Philadelphia,  for  the  collec- 
tion of  their  checks.  Checks  on  aU  nonmember  banks  in  Philadel- 
phia, amoimtuig  to  69,  are  also  handled,  making  the  total  number  of 
nonmember  banks  whose  checks  are  handled  through  the  collection 
system  212. 

In  oi^anizing  the  new  chock  collection  system,  this  bank  is  in- 
debted to  the  oflScers  and  transit  department  managers  of  some  of 
the  Philadelphia  member  banks  for  the  helpful  service  they  rendered. 
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D.  0.  Wills,  Chairman  and  Federal  Reserve  Agent. 


It  was  to  be  expected  that  the  Federal  Reserve  Bank  of  Cleveland 
from  an  earning  standpoint  would  make  a  much  improved  showing 
in  its  operations  for  1916  oVer  1915.  The  increase  in  revenue, 
however,  did  not  come  through  rediscounting  for  member  banks, 
but  from  the  reserve  bank's  open  market  transactions  and  from  pur- 
chases, conversions,  and  sales  of  United  States  notes  and  bonds. 
The  net  earnings  for  1916  were  sufficient  to  permit  the  charging  oflf 
of  the  entire  item  of  oi^anization  expense  which  appeared  in  the 
statement  of  December  31,  1915,  and  of  all  furniture  and  other 
fixtures  except  vault  equipment  and  mechanical  equipment  which 
are  being  amortized. 

On  December  2  there  was  declared  an  initial  dividend  of  6  per  cent 
per  annum  for  the  period  to  June  30, 1915.  This  dividend,  amounting 
to  $143,236.51,  was  credited  to  the  accoxmts  of  member  banks 
December  30,  1916,  with  previous  advice,  in  order  to  give  them  the 
opportunity  of  entering  the  dividend  in  their  own  earnings  for  the 
current  year. 

Chi  December  31,  1915,  the  bank  had  110  per  cent  of  its  capital 
in  revenue-producing  assets.  At  the  close  of  1916  this  percentage 
had  risen  to  363  per  cent,  the  daily  average  in  1916  being  246  per  cent. 

The  following  table  shows  the  daily  average  of  invested  funds, 
earnings  from  investments,  and  rates  of  earnings  for  each  month  dur- 
ing the  year: 

Daily  average  inrested funds. 


1916 

jami&ry 

febmaiy 

March... 

Aprfl 

May 

June 

July 

Aogust 

8«pt«nber 

October 

^veutber 

I>W8mber 


Bills  dis- 
counted, 
members. 


$414,537.89 
272,072.70 
2S3,643.25 
436,402.00 
284,497.00 
277,443.56 
419,584.00 
282,083.70 
507,913.07 
370,688.10 
271,772.87 
1,206,755.34 


Bill3  bought 
inopea 
marlceC. 


S981,173.58 
970,360.06 
1,121,930.04 
1,088,089.00 
2,613,246.00 
4,400,822.83 
6,505,523.00 
7,051.901.80 
7,281,566.60 
6.605.266.52 
6.881,224.51 
9,589,687.29 


Municipal 
warrants. 


12,816,477. 
2,9&1,676. 
3.852,506. 
4,869,198. 
5,486,443 
4,509.667 
4,781,391. 
4,597,141. 
2.780.179. 
4,218,861. 
3.680.377. 
2,712,963. 


.61 


United  States 
bonds. 


«2, 

00. 

3, 

07 

3, 

00 

4, 

00 

6, 

00 

6. 

00 

6. 

00 

6, 

06 

6. 

00 

6. 

96 

6. 

00 

7, 

84 

Total  in- 
vested 
funds. 


713,489.08 
592,971.68 
221,692.48 
175,356.00 
550,828.00 
902,266.38 
449,856.00 
306.385.52 
461,209.31 
163.244.64 
575,574.54 
468, 216. 82 


277 


Digitized  by  VjOOQ IC 


278  ANNUAL  REPORT  OF   THE   FEDERAL  RE^RVE  BOARD. 

Daily  average  invested  funds — Continued. 


January... 
February.. 

March 

April 

May 

June 

July 

August 

September, 


Earnings. 


$15,721 
16,869 
20,413. 
23,3(X). 
29,821. 
31,959. 
39,826. 
40,260. 
37,634. 


Average 
rate  on 

Invested 
funds. 


Percent. 
2.76 
2.71 
2.62 
2.53 
2.44 
2.48 
2.55 
2.60 
2.63 


October 

November. 

December 

Profits  realized  on  United 
States  notes  and  bonds. 

Total 


Earnings. 


Atbtbbi 
rate  OB 

inveBtod 
funds. 


$44,904.20 
40,091.23 
51,124.91 


391,927.80 
37,228.53 


429,156.33 


PacoL 
174 

in 

ITS 


RECAPITULATION. 

Daily  average  of  funds  employed  during  year: 

Bills  discounted— members %4S&,l7k7i 

Bills  discounted— bought. 4, 672, $47.0 

Municipal  warrants 3,943,48151 

United  States  notes  and  b<Hids 5,6fia,54&4l 

Total 14,733,8^.37 

Volume  of  business  handled: 

Bills  discounted— members. $,7t%4nLia 

Bills  discounted— bought 37,542,00131 

Municipal  warrants... » 10pMO,S7.4» 

United  States  notes  and  bonds 11, 721,  MUtt 

Total 56^7U,8a&90 

Average  rate  of  earnings  for  year:  Per  toL 

Bills  discounted — members. 4.2S 

Bills  discounted— bought 1» 

Municipal  warrants 197 

United  States  notes  and  bonds 154 

Total  funds  employed. « lO 

Earnings  from  discounts  and  investments: 

Bllb  discounted— members $18, 05i4l 

Bills  discounted— bought lOO^SSlU 

Municipal  warrants 116»92S.13 

United  States  notes  and  bonds 144,8llfiS 

Total 388^  «MB 

Other  earnings: 

Sundry  profits 1.779.47 

Penalties. 3,3S10S 

Profits  realized  on  United  States  bonds 37,2a&53 

Total 4!9,15&SS 

Average  capital » 5,963,085.00 

PercetL 
Rate  of  gross  earnings  on  capital 7. 17 

The  following  is  a  comparative  balance  sheet  as  at  the  dose  of 
business  December  31  and  30,  1915  and  1916: 


1915 


1916 


BESOIJBCE8. 

Bills  discounted  for  members 

Bills  discounted,  bankers'  acceptances 

Investment»— short-time    municipal   obliga- 
tions   

United  States  bonds 

Premium  and  accrued  interest  on  United 

States  bonds 

Cost  of  unissued  Federal  Reserve  notes. 

Furniture,  vault  and  other  equipment 

Expense,  organization 

Expenses  paid  in  advance 


$527,76101 
803,724.54 

2,846,067.50 
2,357,000.00 


55,774.48 
0,486.36 


$0,534,554.05 

103,808. 13 
42,757.61 
20,187.08 


$1,006,773.50 
10,153,604.75 

2,684,580.64 
7,979,460.00 


63,26a  84 


$21,824,517.81 

297,600108 
39,544.25 

S3i7« 
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1915 


1916 


BE8ouRCES--o(Sntiin]ed. 

Doe  from  other  Federal  Reswe  Banks,  net. . 

Due  from  banks  and  bankers. 

Deferred  debits. 

Gold  coin  and  cerUficatea. 

OoM  settlement  fund,  Washington 

Gold  redemption  fund. 


12,101,321.01 


19,593,320.00 
11,042,  OOa  00 


Lenl-tender  notes  and  sliver  certificates. 

Federal  Reserve  notes  on  hand 

Other  cash  and  coin 

Mutilated  currency  forwarded  for  redemption. 
Other  resources 


■20,635,320.00 

1,206,352.00 

271.405.00 

110,082.85 


$15,761,382.50 

16,953,00a00 

42,250.00 


$3,657,895.98 

129,610.22 

10,417,595.49 


32,756,632.50 
484,417.00 
588,935.00 

91,816.77 
140,000.00 

28,554.65 


31,088,048.57 


70,478,278.61 


UABIUTIBS. 


Capital  paid  in 

FloAt  and  loss  account 

Uaeamed  interest  and  discount 

United  States  Government  deposits 

Doe  to  member  banks  (reser\'e  account). . 

Deferred  credits 

Other  liabUities 


5,941,150.00 


21,337.34 
'25,'i2i,'i75.'38' 


4,385.85 


6,021,800.00 

94,797.44 

37,978.59 

974,809.73 

54,586,226.61 

8,759,174.62 

3,491.52 


31,088,048.57 


70, 478, 27a  51 


Federal  Reserve  notes  outstanding 

Gold  deposited  with  or  to  the  credit  of  the  Fed- 
eral Reserve  Agent 

Reserve  required 

Reserve  carried 

Excess  reserve 


ii,ooo,ooaoo 

11,000,000.00 
3d  %"  8,056,961.16 
94.8^^21,845,777.65 
59.8%- 13, 788, 816. 49 


10,832,305.00 

10,832,305.00 
35  %- 17, 482, 104. 86 
66.6%- 33, 282, 18a  80 
31.6%- 15, 800, 075. 95 


The  following  is  a  detailed  comparative  statement  of  profit  and  loss 
account  for  the  years  1915  and  1916: 

Profit  and  loss  account 


1915 


1916 


from— 

disoomited,  members 

Bills  discounted,  bankers'  acceptances 

Investments— short  time  municiixU  warrants. , 

Vntted  States  securities 

8midry  profits 

Balance  to  (u^anization  expense 

Profits  realized  on  United  Stotes  securities . . . , 


$31,632.35 
11,281.48 
55,971.66 
15,515.86 
823.88 
55, 774. 48 


$18,064.41 
106,903.11 
116,925.13 
144,843.66 
5,101.50 


37,228.53 


170,999.71 


420,156.33 


Exp0D9Qs: 

Current  expense 

Cost  of  issuied  Federal  Reserve  notes. 
Organization  € 
Commission  1 

Dividend  pal 

Profit  and  loss  credit  baloacc. . 


123,197.63 

9,014.25 

37,377.56 

1,410.27 


185,251.94 
5,870.44 


143,236.51 
94,797.44 


170,999.71 


429,156.33 


Percentage  of  net  earnings  to  average  capital  3.98  per  cent. 

The  record  of  business  and  banking  in  district  No.  4  for  the  year 
again  proves  the  self-contained  character  of  the  district.  The 
industries  of  the  district  not  only  were  lai^e  beneficiaries  of  foreign 
orders,  but  shared  in  an  enormous  amount  the  domestic  prosperity 
in  such  industries  as  steel,  glass,  rubber,  petroleum,  coal,  electrical 
goods,  automobiles,  etc.  Its  rail,  river,  and  lake  transportation  was 
taxed  beyond  capacity.     Its  agricultural  products  of  com,  wheat, 
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oats,  tobacco,  sugar  beets,  hemp,  etc.,  brought  funds  into  the  country 
banks  in  unprecedented  amounts.  Labor  has  been  attracted  to  the 
district  by  the  continuous  advance  of  wages  already  high.  In  the 
steel  and  coal  industries  the  available  supply  of  labor  has  be^ 
insufficient  and  men  by  the  thousands  have  been  brought  from  other 
parts  of  the  coimtry,  principally  from  the  South.  This  remarkable 
situation  has  reflected  itself  in  a  number  of  directions.  Trade  of 
all  kinds  reports  record  figures.  Statistics  of  traction  travel,  amuse- 
ments and  hotels  furnish  an  added  evidence  of  purchasing  power  of 
the  people  and  their  willingness  to  use  it.  Natiurally  the  banks  of 
the  district  iiave  participated  in  this  increase  of  the  district's  wealth 
and  in  its  wide  distribution.  Savings  banks  and  banks  conducting 
savings  departments  report  record  totals  of  deposits,  and  record 
figures  in  the  nimiber  of  new  aocounts  opened.  The  nation-wide 
thrift  campaign  has  also  stimulated  savings  in  this  period  of  increased 
earning  power. 

The  following  tables  show  the  growth  of  resources  during  the  year 
of  the  member  banks,  also  comparative  figures  of  deposits  in  State 
institutions  as  well  as  member  banks  in  our  three  large  centers.  In 
the  four  reserve  cities  of  this  district  clearings  show  an  increase  tor 
the  year  of  36.5  per  cent. 


Nov.i7,ittift.  Nov.  w,  19a 


Member  banks,  total  resources $1 ,  498, 514, 751 

Deposits:  I 

Demand '       930,7a'»,l» 

Time 235,  U2, 452 


$1,216,  SS7,374 

714, 122. 3M 
170,171,50 


Comparison  of  deposits  of  the  national  banks  in  the  three  largest  cities  in  district  No,  4, 


Cincimiati,  Ohio 
Clevebod,  Ohio. 
Pittsburgh,  Pa.. 

Total 


Nov.  17,  IWft. 


$97,410,^0 
146,408,910 
315, 130, 151 


558,949,681 


Nov.  10,  WWw 


t»l,512,677 
102, 8M,  342 
233, 736,  »5 


408,133,114 


Comparison  of  deposits  of  the  State  banks  and  trust 

district  No.  4. 

companies  in  the  three  largest  cities  in 

City. 

State  banks. 

Trust  companies. 

Date. 

Amoimt. 

Date. 

Amount. 

Cincinnati,  Ohio 

Sept.  30,1916 
do 

$74,296,267 
322,120,906 
277,588,040 

Sept.  25,1915 

do 

Nov.  11,1915 

$66,4»,54S 

Cleveland,  Ohio 

lS,i9i,ta 

Pittsburgh,  Pa 

Nov.  17,1916 

234,10s,  945 

Total 

674,005,273 

55S,73S»760 

Investment  houses   found   a   ready   market   for   theii*   securities 
within  the  district. 
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Generally  the  banks,  member  and  nonmember,  of  this  district 
have  had  on  hand  funds  available  for  loaning  in  excess  of  the  demands 
upon  them,  and  there  has  been  but  sUght  demand  for  rediscounts 
during  the  year.  Partial  failure  of  crops  in  some  coimties,  a  shifting 
of  public  deposits  in  some  communities,  or  other  causes  have  led  to 
sporadic  demand  for  more  fimds  than  could  be  supplied  locally, 
but  in  nearly  every  instance  this  demand  has  been  short  lived. 

The  following  table  shows  the  operations  of  the  bank  hi  redis- 
counts for  member  banks  during  the  year,  classifying  the  loans  made 
as  to  kinds  and  maturities: 

OperatioTis  in  discounts  and  investmants  department,  year  1916, 

Bills  discounted — members: 

Commercial  and  agricultural  paper $4, 232, 244. 04 

Trade  acceptances 175,185.26 

M«nber  bank  collateral  notes 2,385,000.00 

Total ^....  6,792,429.30 

Average  rate per  cent. .  4. 25 

Classification  by  maturities: 

Within  10  days.  1 $2,288,100.00 

11  to  30  days 3,203,600.00 

31  to  60  days 778,100.00 

61  to  90  days 376,000.00 

Beyond  90  days 146,600.00 

Total 6,792,400.00 

The  demand  for  money  and  rates  of  interest  on  loans  throughout 
the  district  has  changed  very  sHghtly  during  the  year  and  there 
has  been  no  cause  for  serious  modification  of  the  rates  of  rediscount 
in  force  at  the  Federal  Reserve  Bank  of  Cleveland.  The  following 
table  gives  the  rates  at  the  beginning  of  the  year,  and  the  changes 
made  from  time  to  time: 


lafcH-ce: 

Jan.  1. 1916... . 
Mar.  10, 1916. . 
Aug.  1,1916.. 
8«pt.  15, 1916.. 
Jan.  1,1917.... 


Maturities. 


10  days  |  15  days 
and  less. ,  and  less. 


3J 
3i 


Inforre: 

Jan.  1.1916.. 
Mar.  10, 1916. 
Aug.  1,1916.. 
Sept.  15. 1916 
Jan.  1,1917.. 


Agrlcal. 
tural  and 
livestoclc 
paper  over 

90  days. 


?} 


Over 

10  to 
30  days, 
inclusive. 

Over 

15  to 
30  days, 
inchislve. 

Over 

30  to 
60  days, 
inclusive. 

Over 

60  to 
90  days, 
in^'lusive. 

4 

4 

4 

4j 

4| 

4 

41 

4 

4 

' 

4t 

*\ 

Trade  acceptances. 


Not  over 
30  days. 


Over 

30  to  GO 

days. 


Over 

60  to  90 

days. 


Open 
market 
purchases 
of  bankers' 
accept- 
ances. 


4 

3i 

4 

4 

4 


2to4 
2to4 
2to4 
2to4 
2to4 
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Bankers'  acceptances  form  a  considerable  portion  of  the  earning 
assets  of  this  bank.  There  is  a  comparatively  small  amount  of  sudi 
business  originating  in  this  district,  and  practically  aU  of  these 
acceptances  purchased  by  the  bank  have  been  secured  through  the 
Federal  Reserve  Banks  of  Boston  and  New  York.  At  various  times 
acceptances  of  three  member  banks  of  this  district  were  held.  Tie 
bank's  officers  have  been  constantly  watchful  of  proper  diversification 
of  the  acceptance  lines  piu*chased,  both  as  to  character  of  busmess 
and  acceptors. 

The  following  table  succinctly  shows  the  volume  of  business, 
classification  by  maturities,  and  character  of  acceptances  dealt  in 
during  the  year: 

Bills  bought  in  open  market  (acceptances). 

Export  and  import $27, 237, 096. 49 

Domestic 304, 905. 75 

Total 27,542,002.24 

Average  rate per  cent. .  2.  29 

Classiiication  by  maturities: 

Within  10  days 0 

11  to  30  days $1,542,425.48 

31  to  60  days 5,788,427.94 

61  days  to  3  months 20, 211, 148.  82 

Total 27, 542, 002.  24 

This  bank  has  been  especially  active  in  seeking  to  introduce  in 
industrial  and  commercial  pursuits  the  use  of  trade  acceptances  in 
place  of  open  book  accounts.  What  is  known  as  the  Trade  Accept- 
ance Primer,  called  "Why  accept,"  was  compiled  in  this  bank,  and 
through  our  agency  over  120,000  of  these  pamphlets  were  distributed 
in  40  cities  located  in' 19  States.  A  great  deal  of  progress  has  been 
made  and  inquiries  are  received  daily,  not  only  from  this  district  but 
from  all  over  the  United-States,  concerning  the  methods  and  manner 
of  introducing  this  desirable  change  in  relations  between  seller  and 
buyer. 

Statistics  are  not  available  at  present  covering  the  volume  of  trade 
acceptances  now  existing  in  the  district- 

Wliile  this  bank  has  not  been  an  active  competitor  in  the  general 
market  for  Government  bonds  the  volume  of  dealings  by  the  bank 
ii\  these  issues  has  been  considerable  throughout  the  year  with  sub- 
stantial gain  to  the  bank.  The  prices  paid  for  bonds  purchased  have 
been  maintained  at  a  low  average,  and  the  cost  of  securities  owned 
is  less  by  a  good  margin  than  the  present  market  price.  The  following 
table  shows  the  bonds  purchased  during  the  year  and  held  at  the 
close  of  the  year. 
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Purchased. 


Held  Dee. 
31, 1916. 


2  per  eeotoomois  purchased  in  open  market 

2  per  cent  Panamas  purchased  in  open  market 

3  percent  war  loan  1918  purchased  m  open  market . 

3  per  cent  conversion  bonds 

4  per  cent  of  1985  purchased  in  open  market 

l-year  Treasury  notes 


13,196,900 

2,125,000 

1,401,060 

1,000 

1,629,300 

50,000 


1903,900 

1,500,000 

3,586,560 

1,800 

2,860,200 

618,000 


Total. 


8,403,160 


7,979,460 


Average  rate  of  earnings  on  United  States  notes  and  bonds,  2.54  per  cant. 


During  the  year  the  bank,  in  accordance  with  section  24  of  the 
Federal  Reserve  Act,  has  converted  United  States  2  per  cent  bonds 
into  3  per  cent  1-year  Treasury  notes  and  3  per  cent  30-year  conver- 
sion bonds,  as  foflows: 


Conver- 
sion. 

On  hand 
Dec.  31. 

1-year  3  per  cent  Treasury  notes  received  for  2  per  cent  bonds 

$1,658,000 
1,860,000 

1618.000 

3J)-year  3  per  cent  conversion  bonds  received  for  2  per  cent  bonds 

1,800 

Total 

3,318,000 

619,800 

All  of  the  conversion  bonds  have  been  disposed  of  except  $1,800 
par  value,  and  several  round  blocks  of  the  one-year  Treasury  notes 
have  been  sold.  Some  sales  of  other  Government  bonds  have  been 
made.  The  prices  reaUzed  on  all  these  transactions  have  resulted  in 
a  substantial  profit  to  the  bank.  The  following  table  shows  bond 
sales  during  the  year: 

Sales: 

3  percent  Spanish  war  loan  1918 1,500 

3  per  cent  1-year  Treasury  notes 1,090,000 

3  per  cent  30-ycar  conversion  bonds 1, 659, 200 

4  per  cen  t  of  1925 30, 000 

Total 2,780,700.00 

Proper  steps  are  being  taken  looking  to  the  conversion  of  an  addi- 
tional amount  of  2  per  cent  bonds  during  next  year  under  the  author- 
ization of  the  Treasury  Department  and  in  accordance  with  the  act. 

Prom  the  foregoing  table  it  will  be  seen  that  the  bank  owns 
$2,586,560  par  value  of  the  3  per  cent  Spanish  war  loan  bonds  of  1918 
and  $2,369,200  of  the  4  per  cent  bonds  of  1925,  the  aggregate  of  which 
is  available  as  security  for  Federal  Reserve  bank  notes.  If  an  emer- 
gency should  arise  in  which  the  Federal  Reserve  notes  of  the  bank 
would  not  suffice,  this  additional  amoimt  of  currency  would  be 
promptly  issued.  The  Comptroller  of  the  Currency  has  printed  and 
holds  available  for  immediate  issue  $5,000,000  of  bank  notes  of  this 
Federal  Reserve  Bank,  which  can  be  drawn  upon  when  required. 
75284*>— 17— nr-19 
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In  its  operations  in  rdation  to  the  short-term  borrowings  of  munici- 
polities,  as  authorized  under  section  14  of  the  Federal  Heserre  Act^ 
this  bank  has  been  specially  helpful  to  member  banks  and  to  the 
municipalities  served.  There  has  been  a  constant  effort  on  the  pari 
of  the  bank  to  standardize  loans  of  this  nature  and  to  make  th^Q 
properly  liquid  investments,  and  this  has  been  accomplished  in  prac- 
tically every  instance.  The  following  table  shows  the  volume  of 
btisiness  of  this  nature  handled,  the  time  for  which  the  borrowings 
were  effected,  and  the  average  rate,  as  well  as  distribution  and  char- 
acter of  borrowings,  whether  State,  county,  city,  town,  or  other 
poUtical  subdivision. 

Municipal  warranto  purchased. 

City $10,061,988.72 

State 260,028.02    ' 

County 172, 845. 36 

Other 175,375.35 

Total 10,660,237.45 

Average  rate  of  earnings ,^ per  cent. .  2. 97 

Claasifiration  by  maturities: 

Within  10da>-a 0 

11  to  30  days 381,633.20 

31to60(ia>'s 2,221,525.66 

OltoOOdaj-s 497,590.02 

Beyond  90  days  to  6  months 7,559,488.57 

Total 10,660.237.45 

The  reserve  position  of  the  bank  has  been  maintained  throughout 
the  year  at  a  percentage  without  material  variation.  It  has  been  the 
general  policy  of  the  bank,  \mder  existing  conditions  to  maintain  a 
reserve  of  65  per  cent  to  70  per  cent,  so  that  the  bank  may  be  in 
position  in  case  of  imusual  demand  or  stress  to  meet  calls  upon  it 
without  difficulty.  The  following  table  indicates  the  reserve  posiUoa 
of  the  bank  at  the  close  of  each  month  throughout  the  year: 

Changes  in  the  reserve  position  of  the  bank  during  the  year. 


Required  (35 
percent). 


Carried. 

Percent. 

DoOara. 

22,944,786.20 

01 

23,545,004.65 

88.2 

22,516,944.20 

86 

20,50^,231.20 

75.7 

24,146,093.00 

69.6 

25,220,721.80 

68.1 

26,252,246.05 

66.6 

26,678,284.70 

66.9  1 

28,917,345.75 

71.3 

2H,  762, 925. 75 

70.1 

37.838,869.30 

76.7 

33,282,180.80 

66.6 

1 

Excess. 


Percent. 


Janotfy... 
February.. 

Maroh 

AprU 

llay 

June 

July 

August.... 
September. 
October... 
November. 
December. 


DoUart. 
8,830,538.06 
9,339,164.20 
9,124,846.70 
9,478,801.76 
12,138,429.76 
12,960,406.41 
13,784,843.45 
13,953,265.97 
14,178,013.77 
14.343,683.51 
17,489,737.78 
17,482,101.85 


DoOors. 
14,1^,248.15 
14,205,840.35 
13,382,097.50 
11,029,429.44 
12,007,063.24 
12,260,315.39 
12,467,402.60 
12,725,018.73 
14,739,331.98 
14,419,242.24 
20,337,131.53 
15,800,075.95 


510 
OJ 
SLO 
40.7 
K6 
33.1 
31.1 
31.9 
36.3 
3S.1 
40.7 
31.6 
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Below  are  shown  the  number  of  member  baaks  which  bAve  liqui- 
dated during  the  year,  as  w«U  as  the  number  of  new  national  banks 
formed,  showing  the  total  of  member  banks  in  this  district  to  be  753 
at  the  close  of  business  for  1916.  There  is  also  indicated  the  distri- 
butioii  of  member  banks  according  to  gross  assets. 

Member  bankt^  distritt  No.  4. 

Number  of  member  banks  Dec.  31, 1915 762 

New  banks  organized 1 

763 

Closed  by  Comf^troller  of  the  Cunency 2 

Liquidated 8 

10 

Number  of  member  banks  January  1,  1917 753 

Distribttdon: 

In  reserve  cities 45 

In  other  than  reserve  cities 708 

753 

DUtrihviion  according  to  assets. 


Ken- 
tucky. 

Ohio. 

Pennsyl- 

WestVir- 
ginia. 

Total  Nov. 
17, 1916. 

Total  Nov. 
10, 1915. 

TTadM'SIOO.OOO  assets 

1 

10 
12 
16 
24 
5 
0 

1 
81 
41 
53 
197 
i6 

6 

0 
13 
2S 
71 
146 
35 

6 

0 

0 
0 

3 
9 
2 
0 

2 

54 
81 
141 
376 
S8 
11 

8 

IIOO.ftfM>tot200.000     .. 

60 

COOiXX)  to  S300.000 

101 

twinnnt0tfion.4MM. .., 

147 

tSttJOOO  to  12.500.000 

357 

t2;a9jwtoii>ioo,mo 

Or^rffsnmoooo 

7$ 
10 

Total 

68 

373 

2W 

13 

753 

762 

It  haa  been  reported  to  the  Federal  Reserve  Bank  that  the  reason 
for  the  liquidation  of  the  eight  national  banks  above  reported  which 
have  converted  into  State  banks  was  to  enable  them  to  make  real 
estate  loans  to  a  greater  extent  than  permitted  under  the  national- 
bank  act  as  amended,  all  of  the  banks  being  located  in  rural  com* 
munities. 

There  have  been  adjustments  of  the  capital  stock  of  tliis  bank 
owned  by  member  banks  by  increases  and  reductions  as  shown  by 
the  following  statement,  leaving  a  net  capital  stock  of  the  bank  at 
the  dose  of  business  December  31,  1916,  of  120,436  shares,  50  per 
cent  of  which  is  fully  paid. 

Total  capital  stock  Dec.  31,  1915 $11,876,300 

Stock  allotted  member  banks  for  quarter  ending: 

Mar.  31, 1916 $48,800 

June  30, 1916 47, 700 

Sept.  30,  1916 90,  700 

Dee.  31,  1916 68,900 

256, 100 

Total 12,132,400 
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Stock  surrendered,  quarter  ending: 

Mar.  31, 1916 $31,200 

June  30, 1916 9,700 

Sept.  30, 1916 34,900 

Dec.  31,  1916 13,000 

Total  capital  stock  Dec.  31, 1916 12,O43,«)0 

Total  paid-up  capital  stock  Dec.  31, 1915 5,938,150 

Subscriptions  paid  in  quarter  ending: 

Mar.  31,  1916... 124,350 

June  30,  1916 23,900 

Sept.  30, 1916 45,350 

Dec.  31, 1916 34,450 

128,(K0 

Total 6,066,200 

Cash  subscriptions  refunded  for  surrender  of  stock,  quarter 
ending: 

Mar.  31, 1916 $14,400 

June  30, 1916 6,050 

Sept.  30,  1916 13,850 

Dec.  31,  1916 10,100 

44,400 

Total  paid-up  capital  stock  Dec.  31,  1916 6,021,800 

In  its  dealings  with  the  trust  companies  and  State  banks  of  the 
district  this  bank  has  maintained  an  attitude  of  willingness  to  give  all 
information  requested  concerning  any  of  the  features  of  the  Federal 
Reserve  Act,  and  it  has  constantly  evidenced  a  cordial  spirit  toward 
all  such  institutions  which  have  indicated  or  might  show  an  incli- 
nation to  join  the  Federal  Reserve  System.  One  lai^e  State  institu- 
tion in  one  of  the  important  cities  of  the  district  is  a  member  bank, 
and  it  is  imderstood  that  several  large  trust  companies  and  State 
banks  are  considering  membership. 

There  can  be  no  question  that  the  year  1916  has  witnessed  further 
progi-ess  in  the  development  of  cordial  relations  between  the  Federal 
Reserve  Bank  and  its  member  banks.  There  are  quite  a  few  of  the 
member  banks  which  continue  more  or  less  evidence  of  disaffection, 
but  in  the  main  all  of  these  instances  can  be  traced  to  an  unwilling- 
ness to  become  informed  concerning  the  facilities  the  system  affords, 
or  more  often  to  the  lack  of  occasion  for  using  the  Federal  Reserve 
Bank  or  meeting  its  officers. 

A  table  is  appended  giving  the  number  of  member  banks  for  which 
rediscounts  have  been  made  during  the  year,  the  number  of  separate 
pieces  handled,  and  the  range  of  amoimts  of  such  rediscoimts. 
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Ateommodation  of  member  hanks  through  diseount  and  purchase  of  acceptances. 


Banks 
accommo- 
dated. 


Applica- 
tions 
handled. 


Number 
of  pieces. 


Kentocky 

Ohio. 

PflonsTlvanla... 
West  Virginia.. 


8 

32 
0 

1 


60 

152 

26 

2 


231 
1,000 

4 


Total. 


50 


240 


1,401 


Amoont  of  smallest  note  or  billrediscounted,  S31. 
Amount  of  largest  note  or  billrediscounted,  $100,000. 

Thirteen  meetings  of  the  board  of  directors  have  been  held  during 
1916,  with  an  average  attendance  of  seven.  Twenty-five  meetings 
of  the  executive  committee  were  held.  The  executive  committee 
always  includes  a  quorum  of  members  located  in  Cleveland,  in  order 
to  facilitate  prompt  action  on  rediscounts.  The  other  members  of 
the  committee  alternate  every  60  days. 

Mr.  John  Stambaugh,  treasurer  of  the  Brier  HjU  Steel  Co.,  Youngs- 
town,  Ohio,  succeeded  Mr.  A.  B.  Patrick,  of  Salyersville,  Ky.,  as  a 
class  B  director  on  January  1,  1916.  Othenvise  the  personnel  of  the 
board  has  remained  the  same  as  in  1915. 

Mr.  W.  S.  Rowe,  president  of  the  First  National  Bank  of  Cincinnati 
and  class  A  director  of  this  bank,  was  reelected  for  1916  a  member 
of  the  Federal  Advisory  Council,  and  serves  on  the  executive  com- 
mittee of  the  council.- 

At  the  beginning  of  the  year  no  marked  changes  were  made  in  the 
internal  organization  of  the  bank,  although  owing  to  the  resignation 
of  the  then  acting  assistant  cashier,  the  auditor,  Mr.  M.  J.  Fleming, 
was  made  assistant  cashier,  the  assistant  auditor,  Mr.  W.  F.  Taylor, 
was  made  auditor;  and  Mr.  L.  W.  Manning,  who  had  been  a  member 
of  the  staff  since  the  organization  of  the  bank,  was  appointed  assistant 
secretary.  During  the  first  half  of  the  year  only  minor  adjustments 
of  duties  were  made.  Since  the  inauguration  of  the  collection  sys- 
tem, it  has  been  necessary  to  double  the  force  of  employees,  and  a 
number  of  changes  in  oi^anization  in  the  accounting  and  transit 
departments  have  been  made,  as  a  result  of  experiments  with  the 
aim  of  producing  the  best  possible  results.  On  July  1,  the  chief 
teller,  who  had  served  since  the  organization  of  the  bank,  resigned, 
to  accept  the  position  of  secretary  and  cashier  of  a  newly  oi^anized 
State  bank  in  Akron,  Ohio,  and  his  place  was  filled  by  the  appoint- 
ment of  the  assistant  teller,  Mr.  C.  L.  Bickford. 

In  all,  7  employees  who  were  on  the  roll  January  1,  1916,  have 
since  left,  and  there  are  42  emlpoyees  on  the  roll  who  were  not  in 
the  employ  of  the  bank  on  that  date.  The  total  roll  of  officers  and 
employees  is  65,  including  the  department  of  the  Federal  Reserve 
Agent. 


Digitized  by  VjOOQ IC 


288  ANNUAL  REPORT  OP   THE  FEDERAL  RESERVE  BOARD. 

Conforming  to  the  procedure  suggested  by  the  Federal  Eeserve 
Board  to  be  adopted  by  banks  where  the  Deputy  Federal  Reserve 
Agent  is  not  active,  the  secretary  of  the  Federal  Reserve  Agent, 
Mr.  Horace  G.  Davis,  was  appointed  assistant  to  the  Federal  Reserve 
Agent. 

The  executive  and  accounting  offices  of  the  bank  have  been  located 
on  the  second  floor  of  the  WUUamson  Building,  on  one  of  the  prin- 
cipal corners  of  Cleveland.  The  tellers'  department  surrounds  the 
large  armor-plate  vault  in  the  basement  of  the  same  building,  and  the 
transit  department  occupies  a  room  which  adjoins  the  fourth  floor. 
This  arrangement  has  proved  satisfactory  in  respect  to  the  transit 
department,  but  has  been  more  or  less  xmsatisfactory  otherwise.  The 
directors  have  therefore  leased  the  corner  room  on  the  street  floor 
of  the  same  building,  which  has  been  used  until  recently  as  tem- 
porary quarters  of  the  Union  National  Bank.  This  location  is  being 
prepared  for  our  occupancy  about  the  middle  of  January.  These 
new  offices,  while  not  elaborate,  are  a  more  dignified  and  appropriate 
housing  of  the  institution,  and  will  permit  of  greater  efficiency  in 
conducting  the  bank's  business,  beside  being  more  convenient  for 
the  member  banks. 

Two  examinations  of  the  bank  were  made  during  the  year  by  the 
Federal  Reserve  Board  examiner  and  his  staff.  Complete  copies  of 
the  reports  of  both  examinations  were  filed  with  the  bank,  and  exam- 
ined and  initialed  by  each  member  of  the  board  of  directors.  These 
examinations  included  an  audit  of  the  fimds  and  accounts  of  the 
Federal  Reserve  Agent.  The  Federal  Reserve  Agent's  funds  are 
also  audited  periodically  by  a  special  examiner  of  the  Federal  Reserve 
Board. 

On  January  1, 1916,  the  Federal  Reserve  Bank  of  Cleveland  became 
a  Government  depository,  having  been  authorized  by  the  Secretary 
of  the  Treasury  to  receive  funds  for  the  customs  office  and  the  cot 
lector  of  internal  revenue.  The  balances  at  the  close  of  each  month 
in  this  account  of  the  Grovernment  are  shown  in  the  following  table: 

Government  deposits. 


July $1,948,247.84 

August 2.356,055.27 

September 2. 241, 487. 51 

October 1,481.872.76 

November 1.543,696.24 

December 974, 809. 73 


January  3 $258, 851. 37 

January  31 435,178.31 

FebruMy 726, 226. 28 

March 891,449.89 

April 745,  676. 82 

May 908. 899. 28 

June 3,244,249.30 

By  the  opening  of  this  account,  and  also  by  our  dealings  in  Govern- 
ment bonds  through  purchases,  sales  and  c<>nversions  (April,  July, 
and  October)  active  relations  with  the  United  States  Treasury  have 
been  estabhshed. 
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The  cordial  spirit  of  cooperation  between  the  officers  of  this  bank 
and  the  chief  national  bank  examiner  of  the  district  continues. 
By  direction  of  the  Comptroller  of  the  Currency,  the  chief  examiner 
held  two  conferences  of  his  examiners  in  Cleveland  during  the  year. 
The  governor  and  chairman  of  the  bank  were  present  during  part  of 
the  deliberations  on  each  occasion,  by  invitation  of  the  chief  examiner. 

At  the  close  of  1915  there  were  outstanding  approximately 
$11,000,000  of  Federal  Reserve  notes  of  this  bank.  The  poUcy 
during  1916  has  been  to  maintain  this  amount,  except  during  a 
period  when  there  appeared  to  be  no  pressing  demand,  and  notes 
were  being  redeemed  rather  freely  through  the  Treasury  Department. 
We  were  able  during  December  to  accommodate  member  banks 
requesting  new  currency,  by  issuing  in  that  month  $2,700,000  of 
Federal  Reserve  notes. 

The  deposit  in  the  Federal  Reserve  Bank  of  gold  certificates  of 
the  $10  and  $20  denominations,  the  retirement  of  emergency  and 
national  bank  currency  of  these  denominations,  and  the  increased 
demand  for  such  notes  for  pay-roll  necessities  have  all  tended  to 
a  shortage  of  currency,  and  it  has  been  the  policy  of  the  bank,  where 
practicable,  to  issue  its  Federal  Reserve  notes  to  meet  the  needs  of 
the  district  in  this  respect. 

Tlie  following  table  shows  the  present  status  of  the  Federal  Reserve 
Agent's  account  for  notes  issued: 

Cover  of  notes  issued. 

Gold  certificates $1,870,000.00 

United  States  Treasury  gold  order  certificates '. 8, 350. 000. 00 

10,220,000.00 
Gold  redemption  fund  ^ith  United  States  Treasurer 612, 306. 00 

Total 10,832.305.00 

Below  are  given  the  denominations  of  all  Federal  Reserve  notes 
issued  and  destroyed  up  to  the  close  of  lOlG,  and  outstanding  on 
that  date: 

Denominations  of  Federal  Reserve  notes  issued^  destroyed,  and  outstanding. 


Denominations. 

Issued. 

Destroyed. 

0at8tand« 
ing. 

Fl?€*. 

$3,600,000 

3,840,000 

5,440.000 

950.000 

730.000 

11,226,960 

1, 280,965 

1.108,620 

66,750 

44.400 

$2,373,040 

Tutt 

2.550.035 

T'wimti^^?  _  .                     .                                                              ,        . 

4,331,380 
883,230 

Fmi«6 

Hundreds 

685,600 

Total ; 

14,560,000 

'3,727.695 

10,832,305 

'  Returned  for  destruction  by  Federal  Reserve  Agent $120,000 

Returned  for  destruction  by  Federal  Reserve  Bank 1,380,000 

Returned  tor  destruction  by  Treasurer  of  United  States 2.227.605 

3,727,095 
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The  following  statement  shows  the  mter-district  moyements  of 
Federal  Reserve  notes  during  the  year. 

FEDERAL  RESERVE  NOTES  RECEIVED  AND  RETURNED. 

Amounts  of  Federal  Reserve  notes  of  the  several  denominations  received  from  other 
Federal  Reserve  Banks  for  redemption  or  credit  and  returned  to  other  Federal  Reserve 
Banks  for  redemption  or  credit  by  the  Federal  Reserve  Bank  of  Cleveland  for  the  period 
Jan,  1,  to  Dec.  SI,  1916, 


Ezobanged  with  Federal 
Reserve  Bank  of— 


Fives. 


Received 
from. 


Retiinied 
to. 


Tens. 


Received 
from. 


Returned 
to. 


Tventin. 


Received 
from. 


Retamed 
t«. 


Boston 

New  York.... 
Philadelphia.. 

Richmond 

Atlanta 

Chicago 

8t.  Louis 

Minneapolis.. 
Kansas  City.. 

Dallas 

San  Francisco 

Total... 


934,500 

167  000 

34,050 

5,830 

4,345 

142,000 

12,125 

7,805 

590 

1,240 

2,130 


•3,750 

109,250 

12,480 

10,250 

6,705 

8,720 

7,205 

14,170 

11,680 

6,100 

3,090 


$51,220 

256,830 

64,120 

10,260 

9,930 

204,500 

19,710 

11,540 

2,770 

3,220 

5,240 


$5,760 
116,070 

21,440 

15,970 
9,150 
1,270 
4,600 

11,910 
9,610 
8,620 
2,230 


$49,040 

350,880 

88,260 

18,080 

22,680 

192,000 

26,300 

12,540 

4,640 

6,400 

8,060 


$500 
56, 1« 

io,ao 

19,420 
8,140 
4000 
2,000 
6,«0 

8,000 
3,380 


401,705 


192,400 


639,340 


306,630 


777,900 


134,200 


Exchanged  with  Federal 
Reserve  Bank  of— 


Boston 

New  York.... 
Philadelphia.. 
Richmond.... 

Atlanta 

Chicago 

St.  Louis 

Minneapolis.. 
Kansas  City.. 

Dallas 

San  Francisco. 

Total... 


Fifties. 


Received 
from. 


$8,950 

82,550 

20,750 

1,850 

6,450 

19,900 

11,-900 

950 

800 

1,3.50 

3,700 


169,150 


Returned 
to. 


SdoO 
6,200 


0,100 

1,000 

1,700 

450 

150 

1,250 

1,400 

800 


23,000 


One  hundreds. 


Received     Returned 
from,      i        to. 


$6,200 

65,600 

14,100 

2,600 

6,400 

13,600 

6,000 

1  100 

200 

500 

4.000 


119,200 


$2,800 
12,100 


2,600 

1,900 

700 


400 


500 
3,200 


24,200 


Total. 


Received 
frcHn. 


$150,000 

912,860 

221,280 

38,630 

48,805 

672,000 

75,935 

33,935 

9,000 

11,710 

23,150 


2,0d7,295 


Retamed 
ta 


$13,8» 
290,760 
44,420 
57,340 
36, 80S 
1L180 
15,233 
33  130 
3d,830 
34,280 
11,600 


570,490 


The  following  statistics  concerning  the  cost  of  Federal  Reserve 

notes  are  given: 

Cost  of  Federal  Reserve  notes. 


Fives. 

Tens. 

Twenties. 

FifUes. 

Hun- 
dreds. 

Cost. 

Jannaiy 

$120,000 
40,000 
140,000 

$40,000 

$80,000 
80,000 
80,000 

$334.88 

February 

133.  OS 

March 

316.56 

April 

May 

June 

July 

August 

40,000 

80,000 

80,000 

306.20 

September . . 

October !..  '...' .".  .!...  ..'.!] 

November 

December 

1,140,000 

440,000 

720,000 

$200,000 

$200,000 

3,670.38 

Total 

3,049.04 
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The  banks  in  the  cities  of  Cincinnati  and  Pittsburgh  have  main- 
tained substantial  excess  deposits  in  the  Federal  Reserve  Bank  sincie 
the  inauguration  of  the  collection  system,  by  reason  of  their  agree- 
ment that  all  checks  upon  them  should  be  charged  immediately  to 
their  accounts. 

Since  the  amendment  of  September  7  permitting  a  portion  of 
vault  reserve  of  member  banks  to  be  carried  in  the  Federal  Reserve 
Bank,  an  additional  amount  of  excess  deposits  has  been  transferred 
to  the  Federal  Reserve  Bank. 

The  following  table  shows  the  monthly  averages  of  member  bank 
deposits  and  overdrafts. 


Hmtary., 
February, 
March.... 

Jim« 

July 


Deposits. 


$25,805,145.21 
26,774,042.88 
25,830,421.38 
27,520,077.65 
34,508,527.42 
36,552,713.60 
38,604,879.57 


Ovei^ 
diafts. 


$6,443.52 
27,415.10 


3,282.87 


August 

September 

October 

November 

December 

Average  for  year 


Deposits. 


$39,381,867.74 
41,108,406.77 
42,534,853.12 
53,747,310.14 
54,586,226.61 


37,260,372.67 


Over- 
drafts. 


$4,372.74 
51,796.70 

828.87 


228.22 


7,780.17 


The  bank  has  been  almost  free  of  overdrafts,  and  such  as  have 
existed,  being  due  to  remittances  through  the  collection  system, 
have  been  promptly  liquidated  and  the  reserve  balances  restored. 

Since  the  oi^anization  on  July  15  of  the  collection  system,  weekly 
reports  of  net  deposits  of  member  banks  have  been  required  and  with 
very  few  exceptions  have  been  regularly  fmnished. 

The  copies  of  called  statements  of  condition  of  member  banks,  as 
requested  by  the  Comptroller  of  the  Currency,  have  been  promptly 
received,  and  recently  a  dupUcate  copy  of  the  reports  of  examination 
by  the  national  bank  examiner  has  been  supphed  by  the  chief  national 
bank  examiner  of  the  district  for  the  confidential  use  of  the  Governor 
and  the  Federal  Reserve  Agent.  These  reports  are  carefully  exam- 
ined when  received,  and  in  this  manner  the  oiEcers  of  the  bank  have 
kept  in  close  touch  with  the  condition  of  the  various  member  banks. 

There  have  been  two  failures  of  member  banks  during  the  year, 
and  from  reports  received  three  State  banks  have  been  obliged 
to  close  their  doors.  The  national  banks  which  have  been  placed 
in  receivers'  hands  failed  by  reason  of  mismanagement  and  bad  loans. 

At  the  close  of  business  for  the  year  1916  the  Federal  Reserve 
Bank  of  Cleveland  had  no  past  due  paper  upon  its  books,  and  had 
not  suffered  any  loss  whatever  by  reason  of  charging  oft  doubtful 
or  worthless  assets.  The  loans  maturing  September  28,  1916,  and 
October  1, 1916,  to  the  city  of  Toledo,  Ohio,  upon  pledge  of  current 
revenues  were  not  paid  when  due.  Under  a  decision  of  the  supreme 
court  of  Ohio  the  city  officials  of  Toledo  had  felt  obUged  to  make 
full  payment  of  the  city's  sinking-fund  assessments,  and  by  so  doing 
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depleted  the  funds  on  hand  from  current  revenues  to  such  extent 
that  payment  of  the  floating  indebtedness  could  not  be  made.  After 
conference,  it  was  agreed  to  extend  the  time  of  payment  of  the 
warrants  held  by  this  bank  pending  sale  of  deficiency  bonds  then 
in  process  of  being  issued.  This  deficiency  bond  issue  has  since 
been  sold,  and  payment  of  the  entire  amount  due  the  bank,  with 
interest,  is  now  being  arranged. 

Prior  to  Jidy  15,  1916,  when  the  general  plan  of  clearings  went 
into  effect,  this  bank  had  in  operation  a  voluntary  clearing  system 
in  which  1 16  of  our  member  banks  participated.  This  system  was  of 
course  discontinued  on  the  above  date.  Coincident  with  the  inaugu- 
ration of  the  present  plan  of  clearing,  the  Federal  Reserve  Bank 
became  a  special  member  of  the  Cleveland  Clearing  House  Associa- 
tion, with  clearing  privileges  and  responsibiUties  only.  The  figures 
appended  show  the  progress  made  in  collecting  checks.  The  list 
of  State  banks  agreeing  to  remit  at  par  is  growing.  The  niunber  of 
items  and  volume  represented  are  also  increasing.    - 

Clearings  to  July  15,  1916, 


January.. 
Fel»ruary 

March 

April 

B«ay 

June 

July 


Number  of 
items. 


53.454 
44,364 
51.916 
45,778 
55,549 
71,084 
26.663 


Amount. 


$19,938,000 
16,554,000 
94,80S,600 
38.887,000 
50,416,100 
56,306.300 
25.911.600 


Daily  average. 


Number  of 
items. 


2.017 
1,848 
1,932 
1,831 
2,134 
2,734 
2.061 


Amoont. 


1766.111 
689.750 
918,  tfl 
1,155.40 
l,938,0n 
2,165.617 
1,916.309 


Clearings  after  July  15,  1916. 


July 

August 

September 
October... 
November 
December. 


Number  of 
items. 


118.924 
386,668 
354,174 
897,818 
392,587 
445,951 


Amount. 


154.310.350 
130.685,387 
163,662.697 
189,574.370 
219.220.650 
309,933,421 


Daily  average. 


Number  of 
items. 


9.148 
10.618 
14,167 
15,193 
15,704 
17,838 


Amount. 


|4.177.7» 
4.419.825 
6,546,508 
7,582,975 
8,768.8» 
8,897.337 


Note.— Number  of  State  banks  in  collection  system  December  30, 496. 

Through  the  gold  settlement  fund  at  Washington  we  have  beea 
able  to  accept  from  our  member  banks,  for  credit,  exchange  on  any 
of  the  Federal  Reserve  cities.  Our  member  banks  are  able  to 
replenish  their  reserves  with  us  through  deposits  by  their  correspond- 
ents for  our  credit  in  the  other  Federal  Reserve  Banks,  while  we 
agree  to  furnish  exchange  for  excess  balances.  The  demand  from  our 
member  banks  for  this  service  has  been  only  nominal. 
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The  estaUishment  of  the  gold  settleraent  fund  has  without  doubt 
contributed  to  equalizing  exchange  conditions,  and  a  constant 
scarcity  of  eastern  exchange  which  existed  in  several  centers  of  this 
district  before  the  fund  was  available  has  now  disappeared  altogether. 
The  following  table  shows  the  monthly  aggregates  of  operations  of 
this  bank  through  the  gold  settlement  fund  for  the  year: 

Manlhly  totals  of  debits  and  credits  to  the  Federal  Reserve  Bank  of  Cleveland  in  the  gold 

settlement  fund. 


January... 
Fflfamsry. 
March 

is?';;::: 

Jane 

July 


Debits. 


$4,868,000 
4,163, 000 
8,200,000 
6,440,000 
8.418,000 
11,904.000 
12.714,000 


Credits. 


$5,356,000 
4.346,000 
6,366,000 
4,367.000 
11,919,000 
12.030.000 
13,822,000 


Aogost 

September. 
October.... 
November. 
December.. 

Total.. 


Debits. 


$32,241,000 
41,021,000 
50,245,000 
57,217,000 
70,908,000 


CTedits. 


308,429,000 


$30,773,000 
43.219,000 
49.017,000 
65.162,000 
67,963,000 


314.340.000 


Balance  December  30, 1915 $ll,04i.000 

Balance  December  28, 1916 : 16,953,000 

The  following  is  a  comparative  schedule  of  the  borrowings  of 
member  banks  in  this  district,  at  the  dates  of  reports: 


BOls 
paj-ablo. 

Redis- 
counts. 

Total  Nov. 
17, 1916. 

ToUl  Nov, 
10, 1915. 

WHhbffnlRf  mit^«9fdfptHct 

$752,000 
1,203.927 

$251,472 
443.879 
274,853 

$1,003,472 

1,647,806 

274,853 

$1,347,530 

Wkb  other  banks  in  district 

2,821,540 

WlthFedival  RMcrve  Bank 

510, 161 

Total     

1,955.927 

970.204 

2.926,131 

4.712,221 

T*er  cent  with  Federal  Reserve  Bank 

28.3 
38.2 
45.6 

9.3 

11.5 

Per  cent  of  rediscounts  in  district  with  Federal  Reserve 

Per  cent  of  rediscounts  In  district  with  Federal  Reserve 
Pwik,  lfl5 

1 

i 

Information  relative  to  applications  for  fiduciary  powers  granted 
under  the  provisions  of  section  11-k  of  the  act,  in  accordance  with 
the  regulations  of  the  Federal  Reserve  Board,  is  shown  in  the  fol- 
lowing exhibit: 


Powers  granted. 

Ohio. 

Pennsyl- 
vania. 

Ken- 

tucky. 

1 

Total 

granted 

since  or- 

ganiration. 

Trustee  on!/ 

2 

2 

1 
2 

3 

6 

Registrar  of  stocks  and  bon(^ 

2 

^"rost^  and  n^ristmr  of  stocks  and  bonds 





8 

Trustee,  executor,  administrator,  and  reg- 
istrar of  stoclcs  and  bonds 

1 

2 

6 

TotaL 

1 

2 

8 

21 

1 

1  1          1 

Registrar  of  sloclcs  and  bonds 

!. 

1 
3 

1 

Trustee  and  ren^rar  of  stocks  and  bonds 

Por  executor,  administrator,  and  registrar. 

1 



Total  pending 

1 

1                6' 
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The  following  is  a  statement  of  the  number  of  applications  tar 
permission  to  serve  as  officers  and  directors  of  two  or  more  banks, 
under  the  Kern  amendment  to  the  Clayton  Act,  handled  by  the 
Federal  Reserve  Agent  in  conformity  with  the  Board's  require- 
ments. 

Interlocking  directorates, 

Applicatioiis  approved 205 

Applications  refused '. 11 

Total 216 

Applications  pending 4 

At  the  close  of  the  year  1916  the  Federal  Reserve  Bank  of  Cleve- 
land occupies  a  position  of  unquestioned  importance  in  its  district. 
The  inauguration  of  dividend  payments  has  caused  member  banks  to 
have  a  feeling  of  greater  security  in  their  investment  in  the  capital 
stock.  The  new  order  of  banking,  noninterest-bearing  reserve 
deposits,  direct  routing  of  checks  and  no  remittance  charge,  liquidity 
of  assets  representing  demand  deposits,  more  general  use  of  bor- 
rowers' financial  statements,  and  other  desirable  changes  from  the 
old  order,  all  have  become  better  understood  by  banks  and  the 
pubUc,  and  the  new  procedure  is  steadily  gaining  favor.  A  great 
advance  has  already  been  made,  and  the  field  of  usefulness  and 
service  of  the  Federal  Reserve  Bank  for  the  future  appears  broad 
and  fertile.  There  is  no  question  that  the  best  banking  opinion  of 
the  district  tends  more  and  more  to  recognize  the  Reserve  Bank's 
ability  to  care  for  its  members  in  an  emergency  and  to  meet  its  full 
responsibilities  on  any  occasion. 

This  bank  now  has  a  force  of  tramed  officers  and  employees  capa- 
ble of  handhng  its  business  satisfactorily  and  of  expanding  to  meet 
future  progress  and  growth.  The  earnings  of  the  bank  are  now  suflS- 
dent  to  meet  its  current  operating  charges  and  dividend  require- 
ments. The  amount  of  the  earnings  will  probably  be  augmented 
during  the  coming  year  so  as  to  enable  the  bank  to  make  payment 
of  an  additional  amount  of  arrears  in  the  cumidative  dividend. 
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Caldwell  Hardy,  Ohainnan  and  Federal  Reserve  Agent. 


FINANCIAL  RESULTS  OF  OPEBATION. 

On  December  31,  1915|  the  bank  paid  its  first  dividend  at  the  rate 
of  5  per  cent  per  annum  from  the  date  of  organization  up  to  that 
date,  leaving  a  balance  of  $23,015.26  to  the  credit  of  profit  and  loss. 
On  April  1,  1916,  a  second  dividend  at  the  rate  of  1  per  cent  per 
annum  was  paid  for  the  same  period,  making  the  6  per  cent  per  annum 
to  December  31,  1915.  On  December  28,  1916,  a  third  dividend  at 
the  rate  of  6  per  cent  per  annum  was  paid  for  the  period  commencing 
January  1  and  ending  October  31,  1916. 

All  organization  expenses  have  been  charged  off,  furniture  and 
fixtures  written  down  to  a  conservative  figure,  and  all  expenses  inci- 
dent to  the  operation  for  the  full  year  have  been  charged  off.  After 
providing  for  the  April  1  dividend  of  $30,387.65  and  the  December 
dividend  of  $167,534.69,  a  balance  of  $11,664.70  remains  to  the  credit 
of  profit  and  loss.  This  leaves  the  bank  in  arrears  at  6  per  cent  per 
annimi,  which  is  the  fuU  rate  the  bank  is  permitted  to  pay  its  stock- 
holders, only  for  the  months  of  November  and  December.  The 
business  of  the  bank  has  been  conducted  on  an  efficient  and  con- 
servative basis,  and  the  result  should  be  satisfactory  to  its  member 
banks. 

The  comparative  balance  sheet  for  December  31,  1915-16,  shows 
a  gratifying  increase  in  the  business  of  the  bank.  Deposits  of  member 
banks  show  an  increase  of  nearly  $14,000,000,  which  reflects  not  only 
the  increase  in  the  percentage  of  reserves  which  are  required  to  be 
kq)t  with  us  by  the  member  banks,  but  also  the  very  largely  increased 
amoimt  which  is  required  to  be  kept  against  the  much  larger  deposits 
held  by  member  banks  themselves. 

GENERAL  BUSINESS  AND  BANKING  CONDITIONS  IN  THE  DISTRICT. 

A  summary  of  conditions  throughout  the  district,  as  shown  by  our 
monthly  reports,  evidences  an  extraordinary  condition  of  continued 
prosperity.  Business  in  all  lines,  with  a  few  exceptions,  has  been  in 
unprecedented  volume  and  at  high  prices.  Labor  has  been  well  em- 
ployed at  high  wages,  traffic  has  been  somewhat  impeded  owing  to 
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scarcity  of  cars,  and  raw  materials  of  all  descriptions  have  been  difit 
cidt  to  obtain  in  satisfactory  volume,  even  at  the  high  prices  ii^ch 
have  been  ruling.  Notwithstanding  this,  products  of  all  descriptions 
have  not  only  sold  freely  but  as  a  rule  have  been  in  turgent  demand  at 
prices  affording,  in  most  instances,  very  satisfactory  returns  to  the 
producers. 

Results  from  agriculture  have  been  highly  satisfactory  and  in 
many  cases  were  beyond  any  which  had  ever  been  obtained  before. 
Crops  have  been  produced  in  only  fair  volume  as  a  rule,  some  re- 
stricted sections  having  produced  only  very  limited  crops  owing  to 
special  conditions,  particularly  flood  damage.  Prices,  however,  have 
been  exceedingly  high,  average  grades  of  cotton  having  sold  as  high 
as  20  cents  per  pound  and  tobacco  at  an  average  of  18  to  20  cents  per 
pound.  In  spme  cases  special  grades  brought  even  higher  prices,  the 
average  probably  showing  an  increase  of  100  per  cent  over  any  recent 
prices. 

ACTrvrriEs  of  the  bank  during  the  tear. 

Total  productive  assets  on  January  1,  1916,  amoimted  to  about 
$7,750,000,  which,  with  varying  fluctuations,  reached  $10,000,000  in 
July.  This  increase  was  represented  by  an  accumulation  of  holdi0gs 
in  United  States  bonds  commencing  in  February,  and  by  some  in- 
crease in  bankers'  acceptances  and  municipal  warrants.  During 
this  period  there  had  been  a  decrease  since  January  in  bills  discounted 
for  member  banks  of  something  over  $1,000,000.  From  September 
until  December  1  there  was  a  steady  decrease  in  productive  assets, 
owing  chiefly  to  a  decrease  in  notes  discounted  for  member  banb 
and  to  sales  of  United  States  3  per  cent  bonds,  the  total  volume  of 
productive  assets  declining  by  December  1  to  $5,000,000.  During 
the  month  of  December  there  was  a  gradual  increase,  the  final  totiJ 
of  earning  assets  on  the  last  day  of  the  year  being  about  $10,500,000. 
This  increase  was  represented  almost  exclusively  by  bankers'  ac- 
ceptances, and  purchases  from  member  banks  in  December  of  about 
$2,000,000  of  United  States  2  per  cent  bonds. 

In  April,  1916,  the  bank  was  still  carrying  some  volume  of  cotton 
loans,  which  it  was  thought  desirable  to  liquidate  prior  to  the  ap- 
proach of  another  cotton  season.  Accordingly  the  rate  on  com- 
modity paper  was  raised  from  3  to  3^  per  cent,  effective  April  24,  and 
these  loans  were  gradually  liquidated. 

The  $11,000,000  of  bankers'  acceptances  purchased  during  the  year, 
as  shown  by  Exhibit  F,  were  almost  exclusively  those  of  our  member 
banks,  only  a  few  acceptances  of  nonmember  banks  having  been  pur- 
chased, and  most  of  these  with  the  indorsement  of  member  banks. 

The  banks'  operations  in  United  States  seciu'ities  are  shown  in 
Exhibit   I.     As  will  be  seen,   purchases  of  United   States  bonds, 
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$4,335,250,  have  been  exclusively  from  member  banks.  The  amount 
of  conversions  into  3  per  cent  bonds  and  notes  is  shown  by  the  exhibit 
refwred  to.  It  has  been  the  bank's  poUcy  to  pay  our  member  banks 
f uU  rates  for  bonds  (par  and  interest)  rather  than  to  seek  a  profit  at 
th^r  expense  out  of  these  transactions. 

The  course  of  our  legal  cash  reserve  for  the  year  is  illustrated  in  the 
chart,  Ebdiibit  J.  The  decline  to  70  per  cent  on  the  last  of  April  was 
due  to  a  decline  in  deposits  and  an  increase  of  $500,000  in  bills  dis- 
counted. The  increase  in  May  was  due  to  an  increase  of  deposits 
resulting  from  the  1  per  cent  increase  in  reserves  of  member  banks, 
while  the  decline  in  July  from  80  to  70  per  cent  was  due  to  the  repay- 
ment to  the  United  States  Government  of  its  special  deposit  of 
$5,000,000.  The  increase  in  October  was  due  to  an  increase  in  mem- 
ber banks'  deposits  following  the  imposition  of  penalties  for  de- 
ficiencies in  reserves,  and  the  further  increase  in  November  was  due 
to  the  increase  of  1  per  cent  additional  in  member  banks'  reserves. 
The  decline  again  in  December  was  due  to  the  purchase  of  bankers' 
acceptances  and  United  States  bonds. 

The  l^al  reserve  of  the  bank  during  the  latter  part  of  the  year  was 
not  materially  affected  by  the  increased  issue  of  Federal  Reserve 
notes  for  the  reason  that  rediscounts  of  member  banks  were  materially 
reduced  during  that  period,  the  bank  being  paid  in  gold,  which  was 
turned  over  to  the  agent  upon  the  withdrawal  of  the  discounted  bills 
held  by  him  as  collateral  for  outstanding  Federal  Reserve  notes. 
Under  these  conditions,  the  bank  having  reduced  its  UabiUty  for 
outstanding  Federal  Reserve  notes,  as  required  by  law,  was  not 
required  to  show  a  liability  for  such  Federal  Reserve  notes  (against 
which  the  Federal  Reserve  agent  held  100  i>er  cent  in  gold)  in  its 
statement,  or  to  carry  a  gold  reserve  against  them. 

FEDERAL   RESERVE   BAXK  AND   MEMBER    BANKS. 

There  have  been  no  changes  in  membership  due  to  transfers  from 
and  to  other  districts,  our  district  having  remained  unchanged  dur- 
ing the  ciUTent  year.  The  change  in  members  and  in  capital  stock 
has  been  very  slight,  as  will  be  seen  by  reference  to  Exhibit  t. 
Some  recent  changes  in  capitalization  and  surplus,  particularly  of  a 
few  of  the  lai^er  members,  will  necessitate  some  stock  increases  early 
in  the  coming  year. 

Relations  with  member  banks  have,  as  a  rule,  been  cordial  and 
satisfactory.  The  inauguration  of  the  par  collection  plan  in  July 
created  conditions  in  which  some  friction  had  to  be  adjusted.  The 
charging  up  of  matured  collection  items  caused  some  impairment  of 
reserves,  the  items  not  having  been  fully  covered,  and  the  enforce- 
ment for  the  first  time  of  penalties  for  such  infringement  caused 
a  temporary  dissatisfaction  in  certain  quarters. 
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There  has  been  considerable  irregularity  in  the  mails  in  the  dis- 
trict, apparently  owing  to  an  effort  to  economize,  and  requests 
have  been  made  by  member  banks  for  additional  time  within  wfaidi 
to  receive  and  cover  collection  items.  Where  these  requests  seemed 
reasonable,  as  was  frequently  the  case,  concessions  satisfactory  to 
the  members  have  been  made,  and  with  the  close  of  the  year  this  bank 
is  having  a  minimum  of  friction  in  this  regard,  with  a  fairiy  fall 
maintenance  of  reserves.  Some  of  the  lai^er  cities,  notably  Balti- 
more, have  undertaken  to  maintain  reserves  with  vs  sufficient  to 
make  items  on  them  immediately  available.  Member  banks  have 
evinced  a  disposition  to  cooperate  to  a  reasonable  extent  in  the  col- 
lection of  items  on  State  banks. 

Referring  to  Exhibit  L  herewith,  it  will  be  seen  that  during  the  year 
202  banks  were  accommodated  either  through  rediscounts  or  the 
pm^hase  of  their  acceptances,  the  combined  amount  of  which 
exceeded  $45,000,000.  While  rates  were  low,  and  the  demand  from 
members  not  ui^ent,  the  amount  of  accommodation  extended  indi- 
cated that  the  bank  was  of  great  service  within  the  district. 

The  general  attitude  of  State  banks  has  been  one  of  antagonism 
toward  the  Federal  Reserve  System.  This  attitude  grows  chiefly 
out  of  their  hostility  to  the  collection  system.  Small  country 
banks  are  receiving  at  pair  miscellaneous  checks,  which  they  are  col- 
lecting at  considerable  cost,  generally  by  the  maintenance  of  large 
balances  with  correspondents,  and  aiming  to  recoup  themaelves  by 
the  imposition  of  heavy  charges  for  remittances  of  customeife'  checb 
on  themselves.  They  are  reluctant  to  yield  these  charges  and  con- 
sider reform  in  the  collection  systetn  an  invasion  of  their  rights, 
although,  as  a  matter  of  fact,  if  they  would  place  the  burden  of  carry- 
ing their  float  on  their  own  customers,  who  properly  ought  to  carry 
it,  and  lend  out  their  idle  and  excessive  balances  now  carried  wiUi 
correspondents,  they  would  profit.  Such  a  poUcy  would  foster  the 
growth  of  their  business  and  materially  add  to  its  volume  and  value. 
State  banks  reahze  that  they  are  receiving  the  benefit  indirectly  of 
the  Federal  Reserve  system  and  woidd  not  see  it  abandoned;  yet 
they  are  not  willing  to  give  it  their  support. 

The  establishment  by  member  banks  of  differential  rates  for  checks 
on  nonmember  banks,  which  dechne  to  remit  at  par,  has  been  sug- 
gested as  a  possible  help  to  the  collection  system,  and  the  establish- 
ment of  such  differential  rates  has  been  strongly  urged  upon  member 
banks.  A  deterring  factor  against  State  banks  joining  the  Federal 
Reserve  system  is  their  imwiUingness  to  be  subjected  to  the  present 
limitations  of  United  States  Statute  5200.  A  possible  amendment  to 
the  national  bank  act  exempting  from  this  limitation  all  loans  secxued 
on  readily  marketable,  nonperishable  staples,  represented  by  ware- 
house, terminal,  or  other  similar  receipts,  or  bills  of  lading,  has  been 
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suggested  as  worthy  of  consideration,  such  loans  to  be  limited  to  90 
days.  Such  an  amendment  would  appeal  to  our  national  bank 
tnembers  also. 

The  depK>sits  of  member  banks,  as  shown  by  Exhibit  M  filed  here- 
with, show  an  increase  from  about  $11,000,000  to  over  $26,000,000. 
We  receive  regularly  from  our  members  copies  of  reports  to  the 
Comptroller  of  ihe  Currency  on  each  call  for  statements,  also  copies 
of  all  examiners'  reports  to  the  Comptroller  of  the  Currency  of  ex- 
aminations made.  These  are  kept  on  file  and  carefully  examined 
with  a  view  to  passing  intelMgently  on  paper  oflFored  by  member  banks 
for  rediscount,  particularly  where  banks  appear  to  be  borrowing 
freely.  The  information  given  by  these  reports  is  invaluable,  and  the 
close  relations  which  we  have  established  with  the  chief  national 
bank  examiner  of  this  district  and  his  efficient  staff  have  been  of 
material  assistance,  particularly  in  the  handling  of  rediscounts  for 
members. 

Credit  statements  have  been  given  assiduous  attention,  and  our 
credit  files  are  already  quite  extensive  and  growing  in  importance. 
We  are  constantly  using  our  best  efforts  to  have  our  member  banks 
realize  the  importance  of  obtaining  at  regular  hitervals  up-to-date 
credit  statements  for  their  own  information  and  protection. 

There  have  been  but  two  failures  among  member  banks  during  the 
year.  The  Fourth  National  Bank  of  Fayettoville,  N.  C,  closed  its 
doors  on  February  4.  It  had  about  $40,000  of  paper  under  rediscount 
with  us  at  ihe  time,  for  which  we  held  additional  collateral,  but  this 
was  taken  care  of  within  three  months.  When  this  paper  had  aU 
been  paid  or  taken  upi;his  bank  paid  over  to  the'receiver  the  amount 
of  the  failed  bank's  holdings  of  our  stock.  The  WiUiamstown  Na- 
tional Bank  of  WiUiamstown,  W.  Va.,  closed  its  doors  on  November 
15.  It  had  no  rediscounts  with  this  bank;  outstanding  collection 
items  were  paid  or  returned,  and  the  amoimt  of  Federal  Reserve 
Bank  stock  will  be  paid  over  to  the  receiver  in  due  course. 

The  bank  has  had  during  the  year  only  a  very  small  amount  of 
overdue  paper,  this  being  indorsed  by  the  Fourth  National  Bank  of 
Fayettoville.  It  was  aU  paid  within  a  reasonable  time,  as  referred  to 
above.     No  overdue  paper  is  hold  at  the  end  of  the  year. 

FEDERAL  RESEBVE  BANE  AND  THE  PUBLIO. 

Open-market  operations  have  so  far  been  negligible,  only  five  bills, 
amounting  to  less  than  $100,000,  having  been  purchased  outside  of 
the  district.  Our  discount  rate  policy  has  had  a  strong  tendency  to 
reduce  general  rates  for  money  to  reasonable  figures.  The  high 
prices  of  agricultural  products  and  the  large  profits  from  general 
business  have  increased  the  deposits  of  member  banks  to  imusual 
figures.     This  has  made  money  extremely  easy  and  had  a  consid- 
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erable  effect  upon  lending  rates.  We  do  not  look  for  the  indefinite 
(xmtinuanoe  of  tiiese  abnormal  conditions,  but  anticipate  eventii^y 
the  hardening  of  rates,  which  will  make  business  more  remnneratii^ 
to  the  banks. 

The  mmsnal  conditions  above  referred  to  and  the  high  rates  of 
interest  paid  on  deposits  by  competing  member  banks  has  caused 
considerable  complaint  of  unprofitable  business.  This  bank's  staff  has 
availed  of  every  opportunity  to  foster  and  maintain  cOTdidi  relatioDs 
betf^e^i  the  public  and  our  institution. 

The  following  visits  have  been  made  and  addresses  or  talks  de- 
livered by  the  officers: 

Governor  Seay:  National  Credit  M^i's  Associaticm  at  Norfoft, 
Va.y  in  February;  SouUi  CaroUna  Bankers'  Association  at  Kanvga, 
N«  C.y  June  20,  and  immediately  following  a  visit  made  to  the  Vir- 
ginia Bankers'  Convention  at  Old  Point  Comfort;  National  Ckedit 
Men's  Association  at  Richmond,  Va.,  December  8. 

Vice  Governor  Peple:  Tri-State  Convention  of  Accountants  at 
Richmond,  Va.y  April  13;  Richmond  Credit  Men's  Association  at  a 
monthly  meeting;  District  of  Columbia  Bankers'  Association,  Wash- 
ington, D.  C,  May  5;  a  number  of  addresses  at  Mechanics  Institute, 
Richmond,  Va.,  and  to  American  Institute  of  Bank  Cleiks;  visited 
Washington  in  November  for  conference  witii  Mr.  Delano  and  Mr. 
Hurley,  of  the  Federal  Trade  Commission,  concerning  credit  state- 
ments and  audits,  submitting  report  on  same  later. 

Fed€«^  Res^ve  Ag^it:  West  Virginia  Buikers'  Association, 
Wheeling,  W.  Va.,  May  25;  Ridmiond  Credit  Men's  Associatkm,  July 
25;  conference  with  chief  bank  examiner  and  his  assistsmts,  August 
3,  on  general  relations  with  member  banks  and  examinations;  at- 
toided  ccmference  with  Federal  Reserve  Board  on  Qayton-Kem  Act 
cases  on  August  4;  meeting  of  group  5,  Virginia  Bankers'  Association, 
at  Pulaski,  Va.,  October  7;  National  Credit  Men's  Assodation, 
Richmond,  Va,,  December  8. 

Auditor  W.  E.  Cadwallader,  assistant  to  Federal  Reserve  Agent: 
Group  3  of  South  Carolina  Bankers'  Association  at  Chester,  S.  C, 
May  25;  group  6  of  South  C^uolina  Bankers'  Association  at  Lancaster, 
S.  C,  May  26. 

FEDERAL  BESEBVB   BANK  AND  THE  OOVEBNMENT. 

The  bank  has  extended  every  possible  service  to  the  Government 
in  the  transaction  of  its  business,  and  is  in  a  ponticm  to  further  ex- 
tend this  service  by  exercising  eventually  the  present  fimctions  of 
subtreasuries,  Among  other  services  rendered  has  been  tiie  making 
of  transfers  to  the  C}ovemment  for  member  banks,  simjjy  by  debit 
imd  credit  entries  on  our  books. 
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ThjDze  waB  repaid  to  ibe  GoTemment  in  July  a  special  deposit  of 
$5^)00,000,  but  the  eoirent  operatioiis  of  tiw  Treasurj  bave  resulted 
in  tiie  carrying  witii  the  bank  since  that  date  of  an  average  balance 
of  $3,000,000. 

Our  relations  with  the  office  of  the  Comptroller  of  the  CXnrency 
have  been  most  cordial,  and  we  have  had  the  cooperation  of  the  chief 
bank  examiner  and  his  assistants  to  the  fullest  possible  extent. 

We  have  been  called  upon  for  reports  on  mexnbor  buiks  applying 
for  the  exerdse  oi  fiduciary  poweiB,  and  our  management  k  strongly 
of  the  opinion  tJiat  these  powers  should  not  be  too  Ulmrally  granted. 
It  will  bie  exceedingly  difficult  for  examiners  to  check  up  dJL  possible 
fiduciary  lialnlitiee,  ami  with  inexperienced  empfeyees  the  pos^- 
bili^  of  mistakeB  and  erroite  in  tlie  conduct  of  such  business  is  mani- 
fest. Unexpected  liabilities  mi^t  therefore  develop,  and  where  the 
capital  of  banks  is  onall  mi^t  seriously  affect  the  solvency  of  the 
iostitation  and  the  {Hrotection  i^<Mxled  to  commercial  and  other 
depositors. 

FEDERAL  RESEBVE   BAXK  AND  NOTE   ISSUES. 

Operations  in  Federal  Reserve  notes  are  shown  in  Exhibit  N;  ap- 
proximate average  life  of  Federal  Reserve  notes  in  Exhibit  O;  inter- 
district  movement  of  Federal  Reserve  notes  in  Exhibit  P. 

The  general  policy  of  this  bank  has  been  to  supply  member  banks 
with  Federal  Reserve  notes  whenever  desired.  Immediately  after 
the  opening  of  the  bank  and  for  some  time  after,  transportation 
charges  were  paid  on  Federal  Reserve  notes.  It  was  necessary,  how- 
ever, to  stop  this  practice  when  the  new  collection  system  went  into 
operation.  One  of  the  features  of  this  system  was  the  payment  by 
the  bank  of  charges  on  incoming  Federal  Reserve  notes  and  lawful 
money,  in  case  the  member  bank  was  unable  to  supply  exchange. 
Even  this  led  sometimes  to  possible  imposition,  but  the  cases  were 
rare  and  were  promptly  eliminated  by  efficient  attention.  It  has 
been  the  bank's  policy  in  every  way  to  encourage  the  circulation  of 
Federal  Reserve  notes  and  retain  gold  in  the  hands  of  the  Federal 
Reserve  Agent  rather  than  to  pay  it  out  to  member  banks. 

There  has  been  $1,000,000  of  Federal  Reserve  bank  notes  printed 
for  this  bank,  but  none  have  been  used.  In  view  of  the  contem- 
plated gradual  retirement  of  national-bank  notes,  we  do  not  under 
present  conditions  favor  the  use  of  Federal  Reserve  bank  notes. 
On  the  other  hand,  the  extension  and  general  use  of  Federal  Reserve 
notes  would  seem  very  desirable. 

INTERNAL   MANAOEMENT  OF  THE   BANK. 

The  functions  of  the  directors,  executive  committee,  executive 
ofiRcers,  and  other  departments  of  the  bank  seem  admirably  adjusted 
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for  the  effective  administration  of  the  affairs  of  the  bank.  These 
seem  to  be  most  wisely  coordinated,  and  with  the  cordial  coopera- 
tion which  exists  throughout  our  entire  organization,  have  brou^t 
efficiency  to  the  highest  degree  and*  accomplished  correspondingly 
satisfactory  results. 

Board  meetings  have  been  most  regularly  attended  by  members, 
the  entire  membership  usually  being  present.  The  reading  of  the 
minutes  of  previous  meetings  and  their  approval,  as  well  as  the 
approval  of  the  acts  of  the  executive  committee,  is  always  first  in 
order.  The  governor  reviews  at  each  meeting  the  general  status  of 
the  bank  as  shown  by  the  daily  balance  sheet,  calling  attention  to 
changes  and  matters  of  importance,  all  of  which  are  freely  and  fuSty 
discussed  with  and  by  the  board.  Letters  of  importance  are  read 
and  all  subjects  of  interest  and  importance  are  reported.  Hie 
chairman  of  the  board  presides  at  all  meetings,  and,  as  Federal 
Reserve  Agent,  reads  all  important  correspondence  with  the  Federal 
Reserve  Board  or  others,  relating  to  his  department,  discussing 
fully  all  matters  under  consideration. 

During  August,  September,  and  October,  in  the  neighborhood  of 
175  apphcations  for  permission  to  serve  in  two  or  more  banks  under 
the  Kern  amendment  to  the  Clayton  Act  were  referred  by  the  Federal 
Reserve  Board  to  the  Federal  Reserve  Agent  for  investigation  and 
report.  This  involved  detailed  inquiries  and  investigations  with 
regard  to  the  location  and  status  of  most  of  the  banks  in  Washington 
and  Baltimore  and  niunerous  banks  in  other  locations  throughout 
the  district. 

On  October  20  an  election  circular  was  issued  to  170  banks  in 
group  2  for  the  election  of  one  class  A  director,  and  to  178  banks  in 
group  3  for  the  election  of  one  class  B  director.  As  a  result  of  the 
election,  out  of  108  baUots  cast  by  group  2,  100  were  first  choice  tar 
Col.  John  F.  Bruton,  of  Wilson,  N.  C,  as  class  A  director,  and  out  of 
77  ballots  cast  by  group  3,  68  were  first  choice  for  Capt.  James  F. 
Oyster,  of  Washington,  D.  C,  as  class  B  director,  and  th^e  gentle- 
men were  therefore  reelected  for  a  term  of  three  years  each,  begin- 
ning January  1,  1917. 

On  December  19  the  chairman  was  advised  of  the  rei^pointment 
by  the  Federal  Reserve  Board  of  Mr.  James  A.  Moncure  as  class  C 
director  for  a  three-year  term,  beginning  January  1,  1917,  and  of 
his  designation  as  deputy  chairman  and  Deputy  Federal  Reserve 
Agent  for  the  year  1917. 

The  governor,  vice  governor,  cashier,  and  Federal  Reserve  Agent 
meet  daily  at  10  o'clock,  or  as  soon  thereafter  as  the  mails  are  dis- 
tributed and  read.  All  commimications  of  interest  are  reviewed  and 
discussed,  thus  keeping  all  of  these  officers  in  daily  and  constant 
touch  with  current  business  of  every  description.     A  full  inter- 
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change  of  views  is  had  on  all  subjects  with  practically  unanimous 
decisions.  Daily  meetings  of  the  executive  committee  are  held  at 
12  o'clock,  attended  by  the  Federal  Reserve  Agent,  the  governor, 
and  the  third  member  of  the  board  if  available,  these  meetings  also 
being  attended  by  the  vice  governor  and  cashier.  The  passing 
upon  discounts  is  the  chief  function  exercised  at  these  meetings. 
There  has  been  the  best  possible  service  and  cooperation  on  the- 
part  of  the  employees. 

Mr.  J.  W.  Norwood,  member  of  the  advisory  council,  has,  after 
conferences  with  our  oflScers  before  the  meetings  of  the  advisory 
coimcil,  reported  the  result  of  these  conferences  and  kept  us  hx 
touch  with  their  spirit  and  residts. 

Mr.  William  Ingle,  original  chairman  of  the  board  of  directors  and 
Federal  Reserve  Agent,  resigned  on  February  3  (his  resignation  to 
take  effect  on  February  12),  having  accepted  the  presidency  of  the 
Baltimore  Trust  Co.,  Baltimore,  Md.  He  left  behind  him  a  high 
record  of  eflBciency  and  of  prompt  discharge  of  his  official  duties. 

The  present  incumbent,  Mr.  Caldwell  Hardy,  was  appointed  on 
March  7  a  class  C  director  to  succeed  Mr.  WiUiam  Ingle  for  his  unex- 
pired term  to  December  31,  1917,  and  designated  chairman  of  the 
board  of  directors  and  Federal  Reserve  Agent.  He  took  office  on 
April  1,  the  official  duties  of  the  position  between  Mr.  Ingle's  retire- 
ment having  been  efficiently  discharged  by  the  deputy  chairman 
and  Deputy  Federal  Reserve  Agent,  Mr.  James  A.  Moncure. 

On  April  6  Mr.  W.  E.  Cadwallader,  auditor,  was  appointed  also 
assistant  to  the  Federal  Reserve  Agent,  the  appointment  being  con- 
firmed by  the  Federal  Reserve  Board  on  April  7. 

The  present  bank  premises  and  office  are  totally  hiadequate  for 
the  requirements  of  the  bank.  It  is  located  in  an  old  store  building 
on  Main  Street,  the  main  floor  of  which  was  first  fitted  up  in  very 
primitive  style  for  the  use  of  a  bank,  and  for  which  an  annual  rental 
of  $4,000  is  paid. 

The  increase  of  force  to  a  total  of  63  due  to  the  inauguration  of  the 
collection  system  in  July  has  necessitated  the  use  of  three  floors  in 
the  present  building.  The  bank  occupies  seven  large  safes  in  the 
modem  vault  of  the  First  National  Bank,  for  which  it  is  paying  an 
annual  rental  of  $2,100. 

With  the  approval  of  the  Federal  Reserve  Board,  our  board  of 
directors  in  April  appointed  a  committee  consisting  of  Messrs.  Hardy, 
Seay,  and  Moncure  to  consider  and  report  on  a  site  for  a  new  bank 
building.  This  resulted  in  the  acquisition  at  a  cost  of  $122,500  of  a 
site  containing  about  11,000  square  feet,  fronting  93  feet  on  Ninth 
Street,  opposite  Capitol  Square,  running  back  120  feet  on  Franklin 
Street  to  a  20-foot  lane,  the  front  exposure  being  to  the  east  and  the 
Franklin  Street  exposure  to  the  south.     It  is  little  more  than  one 


Digitized  by  VjOOQ IC 


304  ANNUAL  BEPOBT  OF  THE  7EOEEAL  BEUBVE  BOABD. 

square  from  the  post  office,  and  very  aocessible  to  the  entire  finanrid 
district  of  the  city.  Of  all  the  sites  available,  this  one  was  the  most 
reasonable  in  price  per  square  foot,  presenting  also  decided  advan- 
tages over  all  other  possible  locations  with  reference  to  exposure, 
U^t,  and  air.  In  addition  to  Uiis,  it  was  the  only  location  in  whiieh 
a  bank  Iniilding  eoidd  be  erected  Uiat  would  be  entirely  isolated 
from  all  buildings  on  its  four  »des.  Steps  have  been  tak«i  to  pro- 
cure plans  for  a  suitable  building  to  be  erected  at  once  on  this  ate. 

A  general  examination  of  the  bank  was  made  by  the  division  of 
audit  and  examination,  Federal  Reserve  Board,  as  of  March  28, 
1916.  This  examination  was  most  thorou^  and  conducted  with 
the  greatest  possible  consideration  for  the  convenience  of  the  officers 
and  employees.  Examinations  were  made  of  the  accounts  of  Federal 
Reserve  Ag^it  William  Ingle  on  January  3,  and  again  on  February  11, 
when  he  retired.  The  Federal  Reserve  Agent's  accounts  were  agun 
audited  on  March  28,  when  Mr.  Caldwell  Hardy  assumed  office. 
Mr.  Hardy's  accounts  were  audited  on  December  28.  Effideot 
examinations,  su<di  as  these,  are  most  gratifying  as  well  as  essential, 
and  it  is  a  pl^isure  to  report  satisfactory  results  both  to  Uie  examinen 
and  the  examined. 

CLEA&INO  PROBLSif. 

Between  January  1  and  July  14  (imder  the  voluntary  collection 
plan)  the  total  number  of  items  cleared  was  582,935,  amounting  to 
$431,174,700,  or  a  daily  average  of  3,576  it^ns,  amounting  to 
$2,645,244. 

From  July  15  to  December  31  (Exhibit  Q  herewith)  under  the  new 
collection  plan  the  total  nimiber  of  items  cleared  was  2,020,065, 
amoimting  to  $891,077^00,  or  an  average  of  14,429  items  pctr'Say 
amoxmting  to  $6,346,842. 

Comparison  of  these  figures  will  show  that  under  the  new  collection 
system  more  than  four  times  as  many  items  are  being  cleared  daily 
on  the  average,  while  the  amount  is  considerably  more  than  doubled. 
A  comparison  of  these  average  figures  with  the  averages  for  the  last 
months  in  the  year  would  indicate  a  much  greater  ratio  of  increase. 

The  gold  setdement  fund  has  afforded  facilities  for  receiving  de- 
posits from  member  banks  in  Washington  and  Baltimore,  and  making 
payments  to  the  Government  for  member  banks;  also  for  making 
payments  for  the  purchase  from  member  banks  of  United  States 
bonds  held  by  the  Treasurer  as  security  for  circulation.  It  has  also 
provided  a  ready  means  of  adjusting  transactions  between  tiie 
bank  and  Federal  Reserve  Agent  by  transfers  to  and  from  cither's 
account,  beside  rendering  invaluable  aid  in  the  settlement  of  balances, 
without  the  physical  transfer  of  moneys,  between  the  12  Federal 
Reserve  Banks,  in  adjustment  of  the  extensive  and   continuous 
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transftctiions  between  ihem.  It  is  to  be  hoped  that  its  efficiency  may 
be  furthered  in  the  near  future  through  the  adoption  of  daily  gold 
settlements  between  the  12  banks. 

A  recent  canvass  of  the  fifth  district,  at  important  clearing-house 
points,  indicates  varying  policies  in  regard  to  collection  charges. 
Ttere  is  a  largely  prevalent  custom  among  banks  of  receiving  all 
items  at  par,  resulting  in  a  considerable  loss  to  the  banks  receiving 
items  under  these  conditions.  Tliese  banks  are  either  at  considerable 
direct  eiq^ense  in  collecting  sudi  items,  or  maintain  at  central  points 
considerable  balances  with  correspondents,  on  which  there  is  a  large 
loss  of  interest,  as  an  inducement  to  such  correspondents  to  clear 
these  items  at  par«  Where  clearing  houses  have  established  imiform 
collection  chaises  on  items  received  from  depositors,  there  has  not 
been,  as  a  rule,  a  proper  differential  establi^ed  between  items  on 
member  banks  of  the  Federal  Reserve  System,  which  clear  items  at 
par,  and  State  banks  declining  to  remit  at  par.  Efforts  are  being 
made  to  correct  these  conditions  in  order  that  checks  on  member 
banks  of  the  Federal  Reserve  system  may  receive  the  preferential 
consideration  to  which  they  are  entitled. 

SUinCAKT  OF  OONDmONS   IN   DISTRICT. 

Attention  is  called  to  Exhibit  R  filed  herewith.  This  chart  shows 
the  fluctuations  in  our  total  productive  assets,  consisting  of  notes 
discounted,  bankers'  acceptances,  municipal  warrants,  United  States 
securities,  and  member  banks  collateral  notes,  total  active  assets  at 
the  close  of  business  for  the  year  being  $10,537,168.08. 

The  remarkable  increase  which  has  taken  place  in  the  last  few 
months  of  the  year  in  the  use  of  bankers'  acceptances,  and  the 
increased  interest  (as  ^own  by  our  correspondence)  in  the  use  of  the 
trade  acceptance  indicate  a  growing  disposition  on  the  part  of  the 
bankers  and  the  puUio  generally  to  make  full  use  of  the  facilities 
offered  by  the  Federal  Reserve  system. 

The  officers  of  this  bank  have  lost  no  opportunity  to  spread  and 
increase  the  knowledge  of  the  general  principles,  as  well  as  the 
tedmical  details  with  refer^ice  to  these  two  matters,  and  it  is  con- 
fidendj  expected  that  both  the  bankers'  acceptance  and  the  toade 
ftooeptance  will  play  a  much  larger  part  in  the  business  of  this  bank 
diuing  the  coming  year. 

The  outlook  for  general  business  in  1917  is  most  encouraging. 


Digitized  by  VjOOQ IC 


306 


ANNUAL  BEPOBT  OF  THE  FEDERAL  BE8EBVE  BOABD. 


Exhibit  A. — Earnings  on  UxmSf  bankers*  atceptaneeSy  warrants  and  United  States 
rities  purchased  and  sundry  profits. 


Quarterly  periods. 


Volame. 


Pieces. 


Amount. 


Daily  averages. 


Pieces 
handled. 


current. 


Days 

in 
period. 


Annnal 
rate  of 


(actual). 


m& 

Jan.  1  to  Mar.  31... 
Apr.  1  to  June  30... 
July  1  to  Sept.  30... 
Oct.  1  to  Dec.  31... 

Total 


6,47» 
6,418 
5,985 
2,206 


$11,457,445.24 
11,060,031.24 
13,500,414.48 
14,526,078.17 


17,680,106.47 
8,164,041.37 
0,058,222.40 
6,012,770.66 


Sl«27 
3.NS 
X6n 
3.4U 


21,090 


50,554,760.13 


58 


7,053,061.26 


866 


3.5N 


Quarterly  periods. 


Discount  and  interest. 


Sundry  profits. 


Earned 
(actual). 


Mini- 

mum 

charges. 


Extra  earnings. 


Antici- 
pations. 


Total. 


Profit  on 
sales  of 
United 
SUtes 

securities. 


Penaltied 

for 
deficits  in 


Mis- 

ceUa- 
neous. 


Total 
enditsto 
earnings* 


1016. 
Jan.  1  to  Mar.  31.. 
Apr.  1  to  June  30. . 
Jtdy  1  to  Sept.  30.. 
Oct.  1  to  Dec.  31.. 


160,250.14 
72,017.63 
83,643.76 
60,005.97 


$31.76 
19.77 
14.74 
11.36 


$109.33 
197.36 
144.82 
342.20 


$60,400.23 
73,134.76 
83,803.32 
60,359.53 


$3,575 
8,942 


$4,554.37 
7,836.02 


$10.71 
46.60 
86.76 


$60,40aS 
73,154.47 
91, 979. » 
77,2M.S 


Total 285,826.50      77.63     703.71 

Add  excess  of  service  charges  over  transit  expense 


286,607.84 


12,517   12,30a3e  i  153.09 


311,75&a 

■^  i.oan 


Gross  eaminss. 


312,791.49 


Exhibit  B. — Comparative  expense  accounts. 


Year  1916, 
exclusive 
of  transit 
expense. 


Current:  i 

Federal  Advisory 

CouncU 

Asaessment    Federal 
Reserve  Board  ex- 


Diroctors'fees. 


Officers. 

Clerical  ^aff 

Watchman 

Other 

Traveling  expenses- 
Directors 

Officers  and  clerks 
Federal   Reserve 
Agents'  conferences. 
Governors'      confer- 
ences  

Per  diem  allowances, 

directors 

Telephone 


$i5aoo 


11,743.48 
3, 76a  00 
1,425.00 

31,427.97 

26,780.12 

64a  33 

1,774.23 

2,50&38 
406.93 

320.80 

1,444.78 

1,84a  00 
391.31 


Year  1915. 


$86.50 


6,709.80 

3, 26a  00 

041.12 

25,077.70 

24, 73a  18 

1,02a  46 

1,380.50 

1,051.07 
454.70 

201.76 

85a  08 

1,88a  00 
305.77 


Current— Ccmtinued. 

Telegraph , 

Postage;. 

Expressage 

Rent  (including  out- 
side vaults) 

Fidelity  Inisuranoe 

Light,  heat,  and 
power 

Printing  and  sta- 
tionery  

Repairs  and  alter- 
aUons. 

Miscellaneous. , 


Total  current 

Organisation 

Cost  of  Federal  Reserve 

notes 

<  Depreciation    of    equip- 
ment  


Total. 


Year  lOlC, 
exclusive 
of  transit 
expense. 


.  $225.79 

8,406.91 

7T9.71 

0,034.00 
1,40&85 

OOLU 

3,57a  79 

44.78 
3, 16a  58 


104,257.94 


18,947.82 
3,713.05  I 


Year  1915. 


$371170 
2,9ia« 

2,7aa 

5,82292 
1,861M 

67110 

4,68&» 

1, 780115 
1,677.97 


91,519i7» 
I4,77a«8 

5»13&88 

1.527.42 


I 


126,219.71  I    112,996124 
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307 


Number  of  members. 


NaUonal.  State.    Total 


Shares  to 
which  en- 
titled Nov. 
17, 1916. 


Shares 
aUotted. 


Allotments. 


Short.     Over, 


Ifarytend 

DiitrietofCohimbia. 

VlrglnU 

Wait  Virginia 

North  Carolina 

Sooth  Carolina 


Total. 


96 
14 
144 
104 
81 
74 


96 
15 
145 
104 
81 
78 


16,389 
8,118 

19,211 
8,479 
7,573 
7,600 


16,065 
8,098 

19,055 
8,463 
7,570 
7,672 


327 
20 

160 
22 
40 
18 


4 
ft 
37 


513 


519 


67,460 


66,923 


587 


50 


50  per  cent  of 
par  of  allot- 
ments paid. 


Dividends. 


6  percent 

cumulative 

to  Dec.  31 

1916. 


6  per  cent 

paid  from 

Jan. 1  to 

Oct.  81, 

1916. 


6  per  cent 
unpaid  to 
Dec.  31,     I 
1916.       ^ 


Maryland 

District  of  Columbia . 

Virginia 

West  Virginia 

North  Carolina 

South  CaroUna 


Total. 


1803,250.00 
404,900.00 
952,750.00 
423,150.00 
378,500.00 
383,600.00 


$49,400.32 
24,178.47 
56,821.17 
25,331.03 
22,462.37 
22,779.05 


$41,367.82 
20,129.47 
47,295.25 
21,098.93 
18,699.17 
18,944.05 


$8,032.50 
4,049.00 
9,525.02 
4,232.10 
3,763.20 
3,835.00 


3,346,150.00 


200,972.41 


167,534.69 


33,437.72 


Exhibit  D. — Comparative  balance  sheets  (condensed). 


Dec.  31, 1916. 


Dec.  31, 1915. 


ASSETS. 

Cash: 

Gold  reserve 

Legal  tender,  silver,  etc 

Other  cash  and  cash  items 

Total  cash 

Tnnsit  items  (defierred  debits,  net) . . . 

Overdrafts 

Productive  assets: 

Loans  and  bills  purchased 

Hmdcipal  warranU 

United  States  securities 

Par  values 

Deduct  unearned  discount 

Add  accrued  interest 

Liquid  valnes 

Real  estate,  furniture,  and  equipment 
Deferred  charges 

UABIUTIE.S. 

Deposits 

Doe  to  other  Federal  Reserve  Banks.. 

Federal  Reserve  notes: 

Issued 

Redeemed 

Outstanding 

Uability  to  shareholders: 

Capital  stock 

Undivided  profits 


$24,532,111.00 
64,938.40 


24,507,049.40 
1,708,107.87 


$26,305,157. 

179,491. 

5,078. 


133,475.77 
14,034.57 


3,346,150.00 
11,664.70 


7,213,968.08 

60,750.00 

3,262,450.00 


10,537,168.08 
20,310.96 


10,516,857.12 
4,033.20 


10,520,890. 
147,510. 


1.32 


1.34 

37,1.58,127.40 


28,512,966.44 
1,457,347.26 


29,970,312.70 


31,015,600.00 
27,185,600.00 


3,830,000. 
3,357,814. 


00 


.70 
37,158,127.40 


$15,445,785.00, 
99,230.65 


15,545,015.65 
1,041,719.80 


416,586,735.45 

1,161,905.12 

66,776.15 


7,650,865.56 
82,271.76 


7,733,137.32 
27,369.46 


7,705,767.86 


7,706,767.8$ 
9,500.00 
17,368.34 


25,548,052.92 


16,001,237.60 


15,630,000.00 
9,550,000.00 


6,080,000.00 


3,353,800.00 
23,015.26 


3,376,815.26 
25,548,052.92 
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Exhibit  D.-^Companti^  b4Uanci  $hmU  (condetised) — Continued. 


xxiBajTizs— oonUniMd. 

ContinRtni: 

Obligation  to  purchase  United  Stales 

bonds 

CumuJatlve  dividend  to  date  (unde- 
clared  


Deo.  SI,  1»16. 


$1,070,000 
33,437.72 


Dec.  31, 1915. . 


$30,$87.« 


Exhibit  E. — Comparative  profit  and  lou  accounU — Ditndends  and  undivHed  projiu. 


Year  1916. 

Year  1915. 

Gross  eamfnri: 

On  loanff  and  inTwtmeiitSx 

$286,097.84 

12,527.84 

1,033.17 

12,390.39 

142.25 

$319,096.16 
483.50 

Kxohang^. 

Profits  on  securities  sold 

Service  ohatves  f net  over  transit  expenses) 

Penalties  for  deficiencies  in  reserves \ 

1319  £79- SI 

Deduct: 

Expenses 

126,219.71 

144,iM.n 

Net  profit  for  year  x    »    .                  ...    ........ 

196.571.78 
23,015.36 

174,954.91 

Balance  undivided  profits  Dec.  31, 1915 

Dividends  declared: 

5  per  cent  Nov.  16,  1914,  to  Dec  31, 1915 

209,587.04 

90,887.65 
167.534.09 

...  .-      107  Vtfi  %i 

151.939Lei 

1  percent  Nov.  16, 1914,  to  Dec  31, 1915 

6  per  cent  Dec.  31, 1915,  to  Oct.  31, 1916 

Balance  irf  undivldAd  nroflts 

Add  1916  profits  applied  to  6  per  cent  cumulative  divi- 
dend to  Dec.  31, 1915,  balance  of  6  per  cent  cumulative 
dividend  to  Dec.  31,  1915,  paid  Apr.  1,  1916 

11,664.70 

23,015.96 
7,37i» 

»,  387.65 

Exhibit  F. — ProdiicHve  assets  acquired  during  the  year  1916^  classified  as  to  rates. 


3  per  cent. 
$4,335,350.00 

3  per  cent. 

3i  per  cent. 

84  per  Mat, 

United  states  bonds 

Bankers'  acceptances 

$11,061,810.13 

3, 570, 679. 67 

461,790.63 

$40,000.00 

$2».806.fiS 

Commodity  iMtp*r 

3,456.165.33 

Warrants '. 

60,799.00 

Trade  acceptances 

1,468.109.91 

Member  banks'  oollaterai  notes 



2,715,500.00 

Notes  fKK'ured  hy  Mrk^ilttiral  product-s  

Notes  secured  bv  live  stock     '      



;           

! 

1  

Total 

4,335^250.00 

15,084,380.43 

40,000.00  i    7.9X1.791.79 

4  per  cent. 

4i  per  cent. 

5  per  cent. 

Total. 

United  States  bonds .* 

$4.3)5.390.69 

11.813,636.7$ 

Commodity  paper 

7,035,844.90 

Warrants 

$7,021.33 
40,637.87 
18,639,060.68 
560,000.00 
284,143.38 
30,705.90 
16,467.00 

539. 561.96 

Trade  acoeptanoes. 

1.909,147.78 

Notes  unsecured 

$3,763,318.67 

$836,901.00 

33,  S».  330. 35 

Member  banks'  collateral  notes 

3,275,500.09 

Notes  secured  bv  asTicultural  nrodncts  .  . . 

6, 55a.  75 
1,683.38 

389. 703.  U 

Notes  secured  by  live  stock 

alms 

Notes  secured  by  nien4iandii^ 

16,667. 60 

Total 

19,568,096.16 

2,762,318.67 

844,093.08 

50,554,769.13 

United  States  securities  purchased  at  3  per  cent  since  converted  to  3  per  cent,  $2,142,800. 
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Exhibit  G. — Discounts y  and  biUs  purchased  during  the  year  1916, 


Notes 

Member  bonks  coUafceral 

notes 

Trade  aooeptanoes. 

Commodity  paper. 


Total  disooants . . 
Bankers'  aooeptanoes.. 
Municipal  warrants.... 


Grand  totals.. 


Maturities  as  of  date  of  aoquisitioii. 


lOdajs 
and  less. 


I3M,  221. 71 13, 667, 096. 79 17, 166, 861. 66  $10,444, 5861 66  1932,148.86122,666,797.71 


2,375,000.00 

15,887.13 

166,614.00 


12,823,722.84 
71O,480i00 


3,534.202.84 


11  to  30 
days. 


1,000,800.00 

367,064.33 

1,907,078.48 


6,931,660. 
6,200,962.07 


13,132,631.67 


31  to  60 
days. 


744,7ia47 
2,416,153.19 


6010, 


327.733.31 

2,319,781.36 

267,02L33 


61  to  90 
days. 


381,477.85 
2,334,699.23 


13,160,705.76 

2,081,453.35 

201,790.63 


12,904,536.00   15,443,949.74 


OT«f90 
days. 


Total. 


8,275,800.00 
1,509,147.78 
201,300.00^    7,025,844.90 


1,133,448.88'  34,377,280.30 

I  11,312,676.78 

70,750.00^       629,661.96 


1,204,198.88  46,219,519.13 


Exhibit  R.—Disixmnt  rates,  current,  from  Jan,  1, 1916,  to  Dec.  SI,  1916. 


Date  effective. 


Member 
banks 

collateral 
notes, 

15  days. 


'  Commercial  paper. 


Maturity 
30  days. 


From 

31  to  60 

days. 


From 
61  to  90 
days. 


Agri- 
cultural 
paper 
only.  91 
days  to  6 
montbs. 


Com- 
modity 
paper, 
maturity 
60  days. 


Trade  aooeptances* 


Maturity 
60  days. 


From 
61  to  90 
days. 


1916. 

Jan.  1  (eflecfti  ve  ainee 

Oct.  21, 1915) 

Apr.22. 

Aug.4 

Se^.7 

Oct.  6 


Exhibit  1.— Operations  in  United  States  securities  during  ^  year  1916, 


2  per  cent. 

3  per  cent. 

United 
States 
notes. 

Total. 

PnrdMd: 

Members 

$4,335,250 

$4,336,250 

OpiM  market 

Converted 

2,142,800 

$1,072  800 

$1,070,000 

Total « 

Sold 

2,192,460 

1,072,800 
1,072,800 

1,070,000 

4,335,250 
1,072,800 

BftlaMB  T^en.  31, 1916. 

2,192,450 

1,070,000 

3,202.450 
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Exhibit  J. 
FEDERAL  RESERVE  BANK  9^  RICHMOND 

<hart  of  Lm^al  lita^nrp  Cashjor  ihc  Ymar  t9l6 


:^ 

MR. 

rea 

MAR. 

APR. 

MAY 

JUNB 

JULY 

AUC 

SSPT. 

OCT. 

WOW 

DBC 

^ 

f*. 

^ 

*  ' 

/^ 

\ 

'■^S 

V'^^A 

/v^ 

V 

^ 

/" 

\ 

f^^^\- 

.^^ 

/ 

A 

Sv^^ 

"T 

r 

U^^^^ru 

IVT 

«IA^I. 

rEB, 

MAR. 

APll. 

MAY 

JUNE 

JULY 

AUG. 

SEPT. 

OCT. 

NOV 

oec. 

3^ 

Exhibit  K. — Capital  stock. 
[Analysis  for  the  year  1916.] 


Maryland. 

District  of  Colum- 
bia. 

VlrgWa. 

Banks. 

Banks. 

Shares. 

Banks. 

Sham. 

Ttfllftnoi^  T>«C,  ?1,  IfilJS           

98 

16,908 
318 

14 

7,932 
60 

137 

18,7a 

Additional  allotinents  on  increased  capital 
or  surplus 

W 

1 

Reduction  on  decreased  capital  or  surplus. 

98 

17,226 
300 

14 

7,992 
15 

137 

18.« 

Additions  to  membership  during  the  year. 

98 

16,926 

14 
1 

7,977 
121 

137 
8 

"^SS 

UniiMntinrifi  diiHnc^  IhA  vm^ 

98 
2 

16,926 
861 

15 

8,098  1 

x«| 

19,0f5 

1 1 

Balance  Dec.  31, 1916 

96 

16,065 

15 

8,098 

145 

19^00 

West  Virginia. 

North  Carolina. 

South  Carolina. 

Total. 

Banks. 

Shares. 

Banks. 

Shares. 

Banks. 

Shares. 

Banks 

.  Slims. 

Balance  Deo.  31. 1915 

104 

8,300 
97 

81 

7,631 
168 

74 

7,503 
50 

506 

«7,I4B 

Additional  aUoiments  on  increased 
capital  or  surplus 

800 

Reduction  on  decreased  capital  or 
surplus 

104 

8,487 
24 

81 

7,799 

7 

74 

7,553 
09 

508 

67,9« 
417 

Additions  to  membership  during  the 
year 

104 

8,463 

81 
3 

7,792 
38 

74 
5 

7,484 
227 

508 

17 

67,588 
5S5 

Liouidations  durinR  the  year 

104 

8,463 

84 
3 

7,830 
260 

79 

1 

7,711 
39 

525 
6 

68,00 
1,100 

Balance  Dec.  31. 1916 

104 

8,463 

81 

7,570 

78 

7,672 

519 

66,« 
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Exhibit  L. — Rediscounts,  and  acceptances  purchased— Distribution  by  States. 


Jan.  1  to  Mar.  31, 1916. 

Apr.  1  to  Jime  30, 1916. 

July  1  to  Sept.  30, 1916. 

Banks  ao- 
coramo- 
dated. 

Amount. 

Banks  ao- 
commo- 
dated. 

Amount. 

Banks  ao- 
commo- 
datfMl. 

Amount. 

Varyinnd 

11 
2 
43 
10 
35 
50 

S425,089.37 

180,702.28 

2,035,388.70 

182,416.55 

2,916,924.55 

3,942,293.08 

12 

2 

41 

8 

36 
50 

$1,844,982.80 

236,402.71 

1,648,880.35 

183,616.97 

3,877,417.96 

2,843,224.20 

6 
1 

34 

8 

41 

55 

$3,996,798.31 

152,92a  00 

1,252,82L04 

138,519.35 

4,268,533.28 

3,276,167.44 

District  ot  Ckdmnbia . . . . 
Virgiiila 

WestVlr^nla 

North  Ciirolinft 

Sooth  Carolina 

Total 

151 

9,688,814.53 

149    10.634.524.99 

145 

13,085,767.46 

Oct.  1  to  Dec  31, 1916. 


Banks  ao- 
commo- 
dated. 


Amount. 


Total  period. 


Banks  ao- 
commo- 
dated. 


Amount. 


Balance  un- 
der discount 
Dec.  31, 1916. 


Maryland 

District  of  Columbia 

Virginia 

West  Virginia 

Korth  Carolina 

Sooth  Carolina 

Open  market  parciiofies.. 


$3,381,880.30 

506,930.39 

2,420,443.06 

69,093.83 

2,150,070.66 

3,425,892.05 

326,540.00 


$9,648,750.78 

1,082,9C3.47 

7,357,533.15 

573,646.70 

13,212,946.30 

13,487,576.77 

326,540.00 


$2,576,373.87 

409,52a  34 

311,479.31 

41,500.00 

1,297,075.28 

2,251,471.83 

326, 54a  00 


Total. 


84       12,280,850.19 


202 


45,089,957.17 


7,213,9Ca08 


NoTB.— Total  of  bankers'  acceptances  included  in  the  above  figures  ($11,312,676.78).  Purchases  tram 
member  banks  were  distributed  as  follows:  Maryland,  $8,339,225X)1;  Washington,  D.  C,  $50,000;  Virginia. 
$554,625.50;  North  Carolina,  $400,326;  South  Carolina,  $1,641,960.18;  open  market,  $326,540. 

Exhibit  M. — Daily  averages  by  months  during  the  year  1916. 


Janoary ... 
February . 
March..... 

fc:::: 

June 

July 

August 

S^nember 
October... 
November 
December. 

Year 


Member  banks, 
deposits. 


$11,199,805.77 
11, 4»},  882. 66 
11,536,144.10 
11,545,076.04 
13,249,437.88 
14,901,902.86 
15,066,127.43 
16,330,973.91 
16,615,271.11 
20,013,963.91 
23, 466, 28a  63 
25,486,796.81 


15, 999, 616.  Oi 


Government 
deposits. 


$5,658,432.64 
6,328,866.43 
6,875,443.03 
6, 420, 26a  32 
6,346,514.23 
7,191,234.58 
5,671,597.44 
3,320,534.36 
2,968,8l6w83 
3,594,049.51 
2,921,533.37 
2,845,36&45 


5,014,378.72 


Overdue 


$2,120.77 

11,07a  64 

11,342.10 

872.20 


2,10a27 
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Exhibit  N. — Operations  in  Federal  Reserve  notes  from  Nov.  26,  1914,  to  Dec,  31, 191$, 


Received  from  Comptroller 

Received  from  Federal  Reserve  Bank 

Received  from  Treasurer  of  United 
Btat«s  (fit  notes) 

Received  by  Comptroller  from 
Treasurer  of  United  States  for 
deatmction  and  credit  of  Federal 
Reserve  Agent's  account  (unfit 
notes) 

Total 

Issued  to  Federal  Reserve  Bank 

Returned  to  Comptroller  of  the 
Currency  for  destruction,  includ- 
ing notes  returned  by  United 
States  Treasurer  for  credit  of  Fed- 
eral Reserve  Agent's  account 

Notes  on  hand  at  end  of  month 

Total 

Actually  destroyed  as  per  certificates 
received  from  Washinffton 

Balance  in  hands  of  piioUc,  indud- 
iag  Federal  Reserve  Banks 


Units— deBOmlnatioDs. 


Fives. 


1,740,00© 
197,000 

2,860 


482,804 


2,422,664 


1,815,860 


502,804 
104,000 


Tens. 


940,000 
121,500 

1,270 


194,000 


1,256,770 


1,086,770 


Twen- 
ties. 


440,000 
51,000 

230 


79,U5i 


570,3354 


463,220 


194,000]    79,115i 
56,000i    28,000 


2, 422, 661j  1,266, 770,  570,3;J54 


499,224     192,080     78,505^ 
1,136,770    091,830' 333, 494 J 


FtfOea. 


36,< 
12,000 

44 


8,193 


Hun- 
dreds. 


Pieces. 


8.0003,164,000 
2,600     384,100 

4,414 


1»S 


56,237]    ll,a53{4,317,859ij  40,084,111 


37,744 


8,193 
10,300 


8,12S 
17,575 


7,1703,330,764 


1,233 
3,450 


56,217     11,853 


|39,5Q0,0» 
^,0«,OW 


765,3451     6,4«9.an 


785,3451 
201,750 


4,317,S59i 


1,228     77»,763| 
3,32S2,1«2,4S7| 


31,015,600 


6,560,a8D 
2,500,000 


4Q,084,8» 


«,SS2,M 
a0,477.9» 


Exhibit  O. — Average  lives  of  Federal  Reserve  notes  redeemed  by  Treasurer  of  United 
Slates  from  the  time  issued  by  Federal  Reserve  Agent  until  received  by  eomptroUer  for 
destruction. 


• 

Fives. 

Tens. 

Twen- 
ties. 

Fifties. 

Hon- 
dittds. 

Total 

ToFelb.27. 1916,  pieces 

134,140 
405 

46,390 
387 

21,470 
432 

2,640 
388 

482 
398 

«'{S 

A  veri^  life  i  n  mys 

To  Dec.  31. 1916 

502,804 
419 

194,000 
454 

"•11? 

8, 193 
403 

1,233 

487 

«.«» 

A  verftge  lile  in  diftys . 

Note.— The  first  lot  redeemed  (206,122  pieces)  had  been  aoctanulated  by  the  Treasurer  aad  vwMported 
handed  to  the  camptroQer  for  destruction  Feb.  27,  1916;  it  is  obvious  that  the  figMres  arrived  at  vooM 
not  properly  reflect  in  sach  a  situation  actual  lives  of  soch  notes.  The  figures  for  the  aatire  redempUsa 
to  Dec.  31, 1916,  will,  of  coarse,  be  bettered  as  time  passes  by  aectHnolati^g  redemptions  from  the  btcia- 
ning.  Averages  should  t>e  mon  reliaUe  wHh  «ach  saoceeduig  year's  redeowtloBs  onMidsiea  as  paii  of 
the  whole. 
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EzmBiT  P. — Amounts  of  Federal  Reserte  nole$  tjf  the  several  denominations  received 
from  other  Federal  Reserve  Banks  for  redemption  or  credit  and  return  to  other  Federal 
Reserve  Banks  for  redemption  or  credit  durvng  the  year  1916. 


BxxAmnted  wtm  fMosI 
Iteaerre  Bank  of— 

Fhres. 

Tew. 

TiKtoOM. 

Reoeiivd 
frea. 

Returned 
to. 

63,280 

65,910, 

16,385^ 

5,830 

48,270 

760 

2,  MS 

1,516 

3,396 

3w6» 

94$ 

Received 
Xrom. 

655,320 

1,008,110 

149,940 

15,970 

144,300 

•7,  MO 

17,760 

4,'6!6 

1,340 

5,040 

8,440 

Returned 
to. 

18,800 

113,070 

30,940 

id,  ago 

63,760 

160 

2,8S6 

3«430 

4,660 

7,620 

1.320 

Receired 
from, 

658,360 

047,860 

142,780 

10,420 

93,480 

164,500 

17;640 

7,986 

2,420 

5,780 

6,660 

Returned 
to. 

fV^v^QB 

635.350 
834,000 
126,805 
W,1S0 
13«,4tf 
69,906 
11,646 

?,505 
1,715 

61,246 

NewY«rk J 

4L466 

Phikdelnhia                          .  ' 

20,546 

riovtthnB 

18,086 

AtMi>t4a 

36,986 

Chiotto 

986 

St.Lwiis 

2,666 

6,766 

TT^Jokf^rli^ 

i!2eo 

DaikgL^::.:::::...:.;.... 

6,940 

ftftn  Fiiwitou. 

1,686 

Totei 

l,»3,f50 

152,415 

i,a«r.ao 

234,560 

1««)6,060 

135,820 

Exdianged  with  Federal 
Reser\*e  Bank  of— 


Boston 

New  York.... 
Pliiladelphia.. 

Cleveland 

Atlanta 

Chicago 

St.  Louis 

Minneapolis. . . 
Kansas  City... 

Dallas :.., 

San  Francisco, 

Total.... 


Fifties. 


Received 
from. 


625,850 

233,950 

55,100 

9,100 

17.350 

42,300 

5,100 

2,9.^ 

850 

2.950 

6,850 


442,350 


Returned 
to. 


61,100 
22,050 


1.850 
2,100 
300 
100 
100 
450 
1,350 
400 


29,800 


One  luBidreds. 


Received 
from. 


610, 100 

117,300 

18.000 

2.600 

5.200 

14,200 

1,500 

600 

700 

400 

3,600 


174,200 


Returned 
to. 


62,600 
43,800 


2,600 

3,200 

400 


400 


53,000 


TotSl. 


Received 
from. 


6185,000 

3,181,220 

494,715 

57,340 

395, 875 

328,000 

53,840 

19,200 

5,610 

16,675 

22,205 


4,759,680 


Returned 
to. 


615,020 

2^,290 

67.865 

3S620 

144,310 

2,600 

8,125 

7,800 

10.090 

19,830 

5,045 


605,505 


Exhibit  Q. — Clearing  operations  for  the  period  from  July  15  to  Dec.  31,  1916. 


Number 
of  items. 

Amount. 

Average  daily  (140 
business  days). 

Average 
amount 
per  item. 

61,892 
228 

1,240 

Equivalent 

cost  per 
61,000  with 

Number 
of  items. 

Amount. 

service 
charge  at 
li cents  per 
*  item. 

Through  Richmond  clearing  bouse. 

On  other  points  in  district  5 

On  points  in  other  Federal  Reserve 
'iBtricts 

134,058 
1,681,761 

203,346 

None. 

6255,405,300 
383,532,000 

252,140,500 

964 
12,013 

1,452 

61.824,324 
2,739,514 

1,801,004 

No  charge. 
.0548 

.0101 

Direct  to  members  in  other  Fed- 
eral Reser\'e  districts 



Total 

2,020,065 

891,  on,  800 

14,429 

6,364.842 

441                       0283 
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Exhibit  R. 
FEDERAL  RESEBVE  EANKyMCHMOND 
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M.  B.  Wellborn,  Ohainnan  and  Federal  Reserve  Agent. 


The  bright  outlook  at  the  beginning  of  the  year  has  been  realized 
in  a  prosperity  extending  throughout  the  sixth  Federal  Reserve 
district.  The  eflfectiveness  of  the  Federal  Reserve  System  has  been 
more  fully  demonstrated  and  its  early  popidarity  crystallized  into 
fixed  public  opinion  as  to  its  great  commercial  value  and  aid  in  the 
development  of  industrial  and  agricidtural  activities.  In  submitting 
the  Second  Annual  Report  of  the  Federal  Reserve  Bank  of  Atlanta, 
there  are  presented  some  of  the  main  factors  of  the  year's  operations, 
with  a  summary  of  business  and  banking  conditions. 

Financial  Results  of  Operation. 

(a)  Earnings,  expenses,  dividends,  etc. :  A  comparative  statement, 
marked  ^'Schedide  No.  1,''  is  attached  hereto  showing  earnings  and 
expenses  for  the  calendar  years  1915  and  1916;  amounts  of  net 
earnings  and  rates  for  the  respective  periods;  also  amounts  required 
to  pay  the  6  per  cent  dividends. 

(6)  Comparative  balance  sheets  for  December  30,  1915  and  1916; 
schedide  No.  2,  attached,  shows  combined  results  of  the  Atlanta 
office  and  the  New  Orleans  branch. 

(c)  Profit-and-loss  statements  for  1915  and  1916.  (See  schedule 
No.  3,  attached.) 

General  Business  Conditions. 

While  there  may  be  a  weak  spot  here  and  there,  the  general  busi- 
ness conditions  of  the  sixth  Federal  Reserve  district  are  considerably 
above  normal,  with  expectations  of  further  development  to  higher 
levels. 

The  excessive  rains  and  winds  of  July  caused  considerable  damage 
to  agriculture  and  especially  to  the  cotton  crop  of  middle  and  southern 
Alabama.  The  fruit  crops  of  the  district,  though  Kght,  were  up  to  the 
standard  in  variety  and  quality  and  sold  at  increased  prices  over 
previous  years.  The  tobacco  fields  of  Tennessee  produced  the  largest 
crop  in  many  years.  The  demand  has  been  good  and  prices  are 
ranging  high.  Sugar  and  rice  crops  ha^e  been  the  most  satisfactory 
for  many  years. 

76284^— 17 21  316 


Digitized  by  VjOOQ IC 


816     ANNUAL  REPORT  OP  THE  FEDERAL  RESERVE  BOARD. 

The  rigid  economy  experienced  in  the  previous  year  was  productiTe 
of  larger  interest  in  diversification,  and  there  was  an  especially  mariced 
increase  in  cattle  and  hogs  throughout  the  district.  The  estaUisIr 
ment  of  packing-house  plants  in  a  number  of  places  has  given  an 
added  impetus  to  cattle  and  hog  raising. 

Production  of  iron  and  steel  products  continued  at  a  high  point 
throughout  the  year,  pig-iron  prices  reaching  $20  per  ton,  the  highest 
mark  in  many  years.  Orders  run  well  into  the  middle  of  the  coming 
year. 

War  conditions  caused  more  distress  in  the  lumber  market  and  in 
naval-stores  fields  than  in  any  other  activity  in  this  district.  Latelj 
lumber  has  strengthened  materially,  and  naval-stores  products  are 
firmer  and  more  steady.  • 

Phosphate  production  continues  below  normal.  Zinc  and  graphite 
mines  have  been  operating  at  full  capacity.  Coal  operators  wwe 
considerably  handicapped  by  low  prices  and  car  shortages. 

In  the  general  trade  wholesalers  and  retailers  have  had  a  very 
satisfactory  year. 

Labor  conditions  have  been  quite  satisfactory  during  the  year, 
with  the  exception  of  shortage  during  the  last  few  months,  due  to 
emigration  of  negroes  to  the  North. 

Financial  conditions  are  excellent,  and  bank  deposits  continue  to 
grow.  Very  httle  change  in  rates  has  been  noted  during  the  past 
12  months.    Fall  and  winter  collections  were  good. 

Federal  Reserve  Bank  and  Member  Banks. 

In  accordance  with  the  resolution  passed  by  the  Federal  Reserve 
Board,  ''That  all  of  Louisiana  north  of  the  parishes  of  Yemen, 
Rapides,  and  Avoyelles  remain  in  the  eleventh  Federal  Reserve 
district;  and  that  the  remaining  part  of  the  State  of  Louisiana  now 
in  the  eleventh  district  be  transferred  to  the  sixth  Federal  Reserve 
district,''  the  Federal  Reserve  Bank  of  Dallas  transferred  the 
member  banks  within  said  territory  to  the  Federal  Reserve  Bank 
of  Atlanta.  The  governor  of  the  Federal  Reserve  Bank  of  Atlanta, 
under  resolution  adopted  by  the  board  of  directors,  was  authorized 
to  enter  into  an  agreement  with  the  Federal  Reserve  Bank  of  Dallas 
to  assume  on  the  part  of  the  Atlanta  bank  the  responsibility  for  the 
cumulative  dividends  to  be  determined  after  the  payment  by  the 
Dallas  Bank  of  all  the  earned  dividends  up  to  the  time  of  the  transfer. 

On  January  1,  1916,  the  capital  stock  of  the  Federal  Reserve  Bank 
of  Atlanta  amoimted  to  $4,844,800,  representing  a  paid-in  capital 
of  $2,422,400.  During  the  year  the  capital  stock  was  increased  by 
2,678  shares,  with  a  decrease  of  2,126  shares,  making  a  net  increase 
of  652  shares,  the  paid-in  capital  as  of  December  31,   1916,  bmng 
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$2,450^000.  Twenty-two  banks  were  added  to  the  system  and  21 
banks  withdrawn,  including  liquidations,  consolidations,  etc. 

The  records  of  the  State  banking  departments  in  the  several  States 
in  the  sixth  Federal  Reserve  district  show  36  charters  granted  to 
State  banks  in  the  year  1916,  with  55  withdrawn  on  account  of  fail- 
ures, liquidations,  and  consoUdations. 

While  the  most  pleasant  relations  continue  to  exist  between  the 
Federal  Reserve  Bank  of  Atlanta  and  its  member  banks,  and  there 
is  no  opposition  as  a  whole  to  the  Federal  Reserve  system,  there 
exists  a  certain  amount  of  dissatisfaction  on  the  part  of  a  number 
o{  the  member  banks  due  in  a  large  extent  to  the  par-clearing  system. 

During  the  first  year  of  operations  some  of  the  member  banks 
seemed  to  have  a  hesitancy  in  furnishing  the  credit  statements 
required,  but  this  has  been  entirely  overcome,  and  the  member  banks 
now  promptly  furnish  any  credit  statements  desired.  These  state- 
ments are  more  uniform,  and  the  banks  now  find  it  far  easier  to 
secure  complete  statements  from  their  customers  than  was  the  case 
prior  to  the  Federal  Reserve  requirements.  Through  experience  in 
rediscounting  paper  with  the  Federal  Reserve  Bank  the  member 
banks  have  a  better  understanding  as  to  the  class  of  paper  eligible, 
and  these  requirements  are  being  reflected  in  the  paper  carried  in 
their  portfolios,  so  that  we  now  find  the  member  banks  with  more 
paper  eligible  for  rediscoimt  with  Federal  Reserve  Banks  than  at 
the  close  of  the  previous  year. 

DISCOUNT   ACTIVrriBS  OP  THE   FEDERAL  RESERVE   BANK. 

Schedule  No.  4,  attached  hereto,  shows  the  discount  operations, 
rates,  etc.  The  accommodations  requested  by  member  banks  have 
not  been  very  heavy,  and  we  have  at  all  times  been  in  a  position  to 
take  care  of  their  needs. 

STATE   BANES. 

During  the  year  a  few  State  banks  have  entered  the  system  by 
converting  into  national  banks.  .The  American  Trust  &  Savings 
Bank  of  Birmingham,  Ala.  (capital  and  surplus,  $750,000),  and  the 
Bank  of  Iota,  Iota,  La.  (capital  and  surplus,  $25,000),  joined  the 
system,  retaining  their  State  charters. 

MEMBER    BANK    DEPOSITS — EXCESS    DEPOSITS — OVERDRAFTS. 

Schedide  No.  5,  attached  hereto,  shows  the  gross  balances,  over- 
drafts, required  reserves,  uncollected  balances,  and  deficient  reserves, 
by  States,  in  the  district  as  of  close  of  business  December  31,  1916. 
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REPORTS   AND  EXAMINATIONS. 

From  time  to  time  the  chairman  of  the  board  reports  to  the 
Federal  Reserve  Board  r^arding  the  condition  of  member  banks, 
and  during  the  past  year  it  was  found  necessary  in  only  one  instance 
to  have  an  examination  made  by  the  Federal  Reserve  Bank  of  the 
condition  of  a  member  bank. 

During  the  year  there  has  been  no  failure  of  a  national  bank  io 
the  sixth  district,  while  there  have  been  numerous  failures  of  State 
institutions  in  the  several  States  in  the  district. 

The  overdue  paper  on  hand  consists  of  $1,863.65,  representing  bal- 
ances due  on  discounts  handled  for  the  First  National  Bank  of  War- 
trace,  Tenn.,  declared  insolvent  by  the  Comptroller  of  the  Ciurency 
December  16,  1915.  These  amounts  are  now  in  litigation,  and  it  is 
expected  that  the  account  will  eventually  be  closed  with  little,  if 
any,  loss  to  the  Federal  Reserve  Bank  of  Atlanta. 

The  Federal  Reserve  Bank  and  the  Public, 
open-market  operations. 

Through  "Open-market  operations,"  the  Federal  Reserve  Bank  of 
Atlanta  has  been  enabled  to  render  valuable  service,  especially  in 
the  distribution  of  such  products  as  rice,  sugar,  naval  stores,  and 
cotton.  The  operations  through  this  medium,  largely  confined  to 
the  past  three  months,  involving  the  purchase  of  $8,779,500  of 
bankers'  domestic  acceptances  and  $3,764,500  bankers'  foreign 
acceptances,  have  aided  materially  as  an  auxiliary  in  the  promotion 
of  trade  and  commerce,  and  have  been  of  great  value  in  facilitating 
and  broadening  the  field  of  activity  for  member  banks. 

TRADE   ACCEPTANCES, 

Considerable  progress  has  been  made  in  the  development  of  trade 
acceptances.  Business  men  are  becoming  more  favorably  impressed 
with  the  substitution  of  trade  acceptances  for  open  accounts,  and 
the  hesitancy  of  establishing  their  use  for  fear  of  questioning  their 
customers'  credit  is  being  overcome.  Again,  the  merchants  realize 
the  advisability  of  taking  discoimts  and  being  able  to  buy  in  less 
restricted  markets  by  the  use  of  the  trade  acceptance. 

EFFECT  OF  THE  DISCOUNT-RATE  POLICY  OF  THE  BANK  UPON  GENERAL 

MARKET  RATES. 

In  view  of  the  fact  that  there  is  a  plethora  of  money  in  the  East, 
eastern  bankers  are  coming  into  this  territory  offering  to  take  the 
best  paper  at  rates  lower  than  the  established  rates  of  the  Fed^al 
Reserve  Bank.    It  ia  not  deemed  advisable,  under  present  condi- 
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lions,  that  our  rates  should  be  increased  until  there  is  a  correspond- 
ing increase  of  rates  in  the  financial  centers.  The  paper  held  by  the 
Federal  Reserve  Bank  of  Atlanta  is  largely  composed  of  notes  based 
on  commodities  in  storage,  bankers'  acceptances,  and  trade  accep- 
tances for  goods  bought  and  sold. 

Schedule  No.  6,  attached  hereto,  is  a  comparative  statement  of 
the  amount  of  rediscounts  with  Federal  Reserve  Bank  and  bills  pay- 
able and  rediscounts  with  other  than  Federal  Reserve  Bank,  as  shown 
in  the  Comptroller's  report  of  condition  of  member  banks  as  of  No- 
vember 10,  1916,  and  November  17,  1916. 

PUBLIC   RELATIONS   WORK. 

The  public  relations  work  of  the  bank  has  been  largely  restricted 
to  the  active  personal  work  of  the  chairman  of  the  board  and  the 
governor  of  the  bank,  supplemented  by  the  personal  work  of  the 
directors.  The  chairman  of  the  board  and  the  governor  of  the  bank 
have  delivered  a  number  of  addresses  during  the  year  at  bankers' 
conventions  and  elsewhere.  Monthly  reports  of  business  conditions 
and  interviews  on  matters  of  bank  interest  have  been  furnished  to 
the  newspapers.  Pamphlets  on  acceptances,  credit  statements,  ware- 
house receipts,  etc.,  have  been  sent  to  the  member  banks  from  time 
to  time. 

The  Fedbbal  Reserve  Bank  and  the  Government. 

Since  the  withdrawal  by  the  Government  on  July  10,  1916,  of  the 
$5,000,000  special  deposit,  the  balance  standing  to  the  Government's 
credit  with  us,  including  our  New  Orleans  branch,  has  varied  in 
amounts  from  $1,000,000  to  $3,000,000,  but  owing  to  the  fact  that 
we  never  know  when  we  may  be  called  upon  by  the  Treasurer  of  the 
United  States  to  transfer  a  large  part  of  the  balance  to  some  other 
Federal  Reserve  Bank  we  can  scarcely  use  it  with  safety  as  loanable 
funds  for  redisooimting  piu'poses  or  as  a  reserve  against  Federal 
Reserve  notes  issued. 

Except  to  the  extent  that  we  are  a  designated  depository  for  any 
checks  and  warrants  drawn  on  the  Treasitfer  of  the  United  States, 
we  have  no  business  relations  with  the  United  States  Treasury,  other 
than  those  any  bank  may  have  in  the  redemption  of  unfit  currency, 
national  bank  notes,  and  Federal  Reserve  notes.  When  Federal 
Reserve  Banks  are  permitted  to  discharge  more  of  the  functions  of  the 
subtreasuries  the  deposits  of  Government  funds  with  the  banks  could 
be  greatly  increased  and  the  Federal  Reserve  Banks  could  be  of  much 
more  service  to  their  respective  districts  as  well  as  to  the  Govem- 
m^t  in  the  payment  of  Government  obligations  and  in  supplying 
their  respective  districts  with  coin  at  considerably  less  expense  than 
ispoesibk  under  the  present  subtreasury  system. 
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It  is  very  desirable,  from  the  standpoint  of  general  business  inter- 
ests, that  the  reserve  position  of  the  Federal  Reserve  Banks  be 
strengthened,  as  would  be  the  case  were  they  made  depositories  of 
much  larger  amounts  of  Government  fimds.  It  would  be  practicable 
to  greatly  increase  the  amounts  of  Government  deposits  with  the 
Federal  Reserve  Banks  if  they  were  permitted  to  take  over  some  of 
the  business  of  the  subtreasuries. 

The  close  relations  between  the  Federal  Reserve  Bank  and  the 
office  of  Comptroller  of  the  Currency  have  proven  very  valuable. 
Information  in  the  office  of  the  chief  examiner  for  the  district  is  avail- 
able to  the  chairman  of  the  board  and  Federal  Reserve  Agent. 

Federal  Reserve  Bank  and  Note  Issues. 

It  has  been  the  pohcy  to  issue  Federal  Reserve  notes  and  concen- 
trate as  large  an  amount  of  gold  in  our  vaults  and  in  the  gold  fund  at 
Washington  as  possible.  Outstanding  Federal  Reserve  notes  on 
December  31,  1916,  amoimted  to  $25,919,530  and  were  secured  by 
$4,284,869.62  of  discoimted  paper  and  $21,648,430  of  gold. 

Schedule  No.  7,  attached  hereto,  shows  the  denominations  of  Fed- 
eral Reserve  notes  issued  and  the  cost  of  these  notes. 

The  interdistrict  movement  of  notes  shows  only  a  limited  number 
of  notes  being  returned  by  this  bank  to  other  Federal  Reserve  Banks, 
with  the  exception  of  notes  to  the  Federal  Reserve  Banks  of  New 
York,  Richmond,  and  Dallas.  Of  the  $1,806,960  notes  returned  by 
Us  during  the  year  ending  December  31,  1916,  $376,965  were  returned 
to  the  Federal  Reserve  Bank  of  New  York;  $395,875  were  returned 
to  the  Federal  Reserve  Bank  of  Richmond;  $736,585  were  returned  to 
the  Federal  Reserve  Bank  of  Dallas,  or  a  total  of  $1,509,425  out  of 
$1,806,960  returned  to  all  Federal  Reserve^  Banks. 

The  excess  of  notes  returned  to  Richmond  and  Dallas  compared 
with  the  amount  of  notes  returned  to  other  banks  can  probably  be 
accounted  for  by  the  fact  that  the  Richmond  and  Dallas  districts 
border  on  the  Atlanta  district.  The  amount  of  notes  returned  to 
New  York  is  small  in  comparison  with  the  amount  of  notes  of  this 
bank  received  from  the  Federal  Reserve  Bank  of  New  York,  amount- 
ing to  $2,691,730,  out  of  a  total  of  $4,515,135  received  from  all  banks. 

By  the  end  of  1916  damaged  and  mutilated  Federal  Reserve  notes 
sent  to  the  Comptroller  of  the  Currency  for  cancellation  and  destruc- 
tion amounted  to  $3,835,470. 

The  Federal  Reserve  Agent  endeavors  to  keep  on  hand  at  all  times 
a  large  supply  of  Federal  Reserve  notes  of  all  denominations  and  has 
adopted  the  pohcy  of  having  printed  and  available  at  Washington  a 
sufficient  supply  of  notes  for  emergency  purposes.  A  few  days  prior 
to  the  threatened  railroad  strike  the  Federal  Reserve  Agent  caused 
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to  be  shipped  to  Atlanta  and  to  have  placed  in  the  subtreasury  at 
New  Orleans  an  extra  supply  of  Federal  Reserve  notes  in  view  of  the 
threatening  interruption  of  shipping  facilities. 

Internal  Manaoembnt  of  the  Bank. 

The  internal  management  of  the  bank  continues  with  the  same 
relationship  as  to  division  of  work  between  the  bank  proper  and  the 
office  of  the  chairman  of  the  board. 

The  same  manner  of  selection  of  an  executive  committee  is  in  force. 
The  directors  are  very  faithful  in  attendance  at  meetings  of  the  board 
and  meetings  of  the  executive  committee.  All  apphcations  for  re- 
discounts are  submitted  to  the  executive  committee  on  the  day 
received  and  advice  as  to  action  of  the  committee  mailed  to  member 
banks  on  the  same  day.  A  detailed  written  report  of  the  operations 
of  the  bank  is  mailed  to  each  director  a  week  in  advance  of  the  monthly 
meeting  of  the  board  of  directors. 

At  the  January,  1916,  meeting  of  the  board  of  directors,  Mr.  Charles 
A.  Lyerly,  of  Chattanooga,  Tenn.,  was  reelected  a  member  of  the 
advisory  council,  representing  the  sixth  district.  Upon  invitation 
from  the  chairman  of  the  board,  Mr.  Lyerly  has  frequently  appeared 
at  meetings  of  the  board  and  discussed  matters  which  were  up  for 
consideration  by  the  advisory  council. 

Mr.  Joseph  A.  McCord  was  reelected  governor  of  the  bank  for  the 
year  1916. 

Mr.  J.  M.  Slattery,  deputy  secretary,  was  elected  assistant  to  the 
Federal  Reserve  Agent. 

At  the  August  meeting  of  the  board  of  directors,  Mr.  J.  B.  Pike, 
tendered  his  resignation  as  cashier  to  accept  the  vice  presidency  of 
the  Heard  National  Bank  of  Jacksonville,  Fla.  Mr.  M.  W.  Bell, 
assistant  cashier,  was  elected  to  fill  the  vacancy.  Mr.  W.  S.  Graves 
was  elected  assistant  cashier. 

November  1  Mr.  R.  H.  Hemphill,  manager  of  the  credit  bureau, 
resigned.  The  vacancy  caused  by  his  resignation  will  be  filled  at  the 
January  meeting  of  the  board  of  directors. 

The  inaugeration  of  the  par-clearing  system  necessitated  the  em- 
ployment of  24  additional  clerks  and  the  enlargement  of  our  banking 
quarters. 

Mr.  Edward  T.  Brown,  deputy  Federal  Reserve  Agent,  continues 
to  serve  only  in  the  absence  of  the  Federal  Reserve  Agent. 

At  the  December  election  of  directors,  Mr.  F.  W.  Foote,  class  A 
group  2,  director,  and  Mr.  W.  H.  Hartford,  class  B,  group  3,  director, 
were  reelected  without  opposition  for  a  period  of  three  years  from 
January  1,  1917. 
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BANK  QUARTERS   AND   VAULT  FAdLITISS. 

In  view  of  the  fact  that  the  lease  of  our  present  quarters  will  expire 
in  November,  1917,  we  approached  our  landlord  for  a  proposition 
looking  to  a  new  lease  for  another  year.  The  new  rental  demanded 
was  $12,500  per  annum.  Our  present  lease  for  three  years  av^- 
ages  $9,600  per  aimimi.  Our  board  of  directors  then  took  up  for 
consideration  the  question  of  purchasing  a  lot  and  the  erection  of  a 
permanent  home. 

After  considering  the  matter  fully  in  ail  of  its  phases  and,  espedally 
in  view  of  the  large  proposed  increase  in  rent,  our  board  decided  it 
would  be  much  more  economical  to  own  a  building.  We  had  offered 
to  us  many  available  lots,  in  our  very  thorough  canvass  of  the  real 
estate  situation  in  Atlanta,  and  purchased  a  site  90  by  202  feet  on 
Marietta  Street,  within  two  blocks  of  the  post  office  and  the  express 
office.  Aside  from  a  saving  in  rent,  a  building  of  our  own  would 
afford  better  and  more  ample  vault  f  aciUties  and  a  more  eonveniendy 
arranged  banking  room. 

The  board  of  directors  of  the  Federal  Reserve  Bank  of  Atlanta 
believe  that  a  Reserve  Bank,  as  well,  if  not  more  so  than  a  member 
bank,  can  well  afford  to  own  its  own  building.  We  usually  have  such 
a  large  amount  of  idle  funds  in  excess  of  our  own  l^al  reserve  that 
the  payment  of  a  rental  under  these  circumstances  might  be  con- 
sidered an  unnecessary  tax  on  our  earnings  and  the  sum  thus  saved 
in  owning  our  building  would  contribute  very  materially  toward 
meeting  our  dividend  requirements. 

EXAMINATION  OF  FEDERAL  RESERVE  BANK  AND  FEDERAL  RESERVE 

AGENT. 

During  the  year  the  Federal  Reserve  examiners  have  made  two 
complete  examinations  of  the  bank  and  special  Federal  Reserve  ex- 
aminers have  made  four  examinations  of  the  Federal  Reserve  Ag^t's 
department. 

GOLD   SETTLEMENT  FUND. 

It  would  be  difficult  to  overestimate  the  value  of  the  services 
rendered  to  the  Federal  Reserve  Bank  by  the  operations  of  the  gold 
settlement  fimd.  It  has  obviated  the  necessity  for  the  shipment  of 
milUons  of  dollars  in  settl^nent  of  balances  between  Federal  Reserve 
Banks,  thus  reheving  the  banks  of  effecting  those  settlements,  and 
entirely  eliminating  the  risk  that  would  attend  the  movement  of 
large  amoimts  of  currency.  There  are  no  suggestions  to  be  offered 
as  to  improvement  of  methods  in  handling  transactions  through  the 
gold  settlement  fund,  except  that  later  on,  with  the  further  develop- 
ment of  the  collection  systems  of  the  banks,  it  may  become  desirable 
to  have  settlements  made  at  more  frequent  intervals  than  once  a  week. 
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THE   CLEARING   PROBLEM. 

Schedule  No.  8,  attached  hereto,  shows  the  transit  operations  for 
the  year,  by  months,  to  July  15  and  after  July  15;  together  with  the 
cost  of  operation  and  revenue  since  the  transit  department  was 
inaugurated  on  the  latter  date. 

New  Orleans  Branch,  Federal  Reserve  Bank  op  Atlanta. 

The  branch  bank  of  the  Federal  Reserve  Bank  of  Atlanta  comprises 
that  part  of  Louisiana  and  Mississippi  located  in  the  sixth  Federal  Re- 
serve district  and  in  addition  thereto  the  counties  of  Mobile  and  Bald- 
win, Ala.  During  the  year  there  were  added  to  the  sixth  Federal  Re- 
serve district,  and  allotted  to  the  branch  bank,  the  15  member  banks, 
situated  in  northern  Louisiana,  and  transferred  from  the  Federal 
Reserve  Bank  of  Dallas;  one  new  national  bank  and  one  State 
bank,  making  a  total  of  42  banks  allotted  to  the  branch  bank. 

Little  change  has  been  made  in  the  operation  of  the  branch;  and, 
the  result  of  the  year's  business  has  been  very  satisfactory.  While 
the  volume  of  business  during  the  first  six  months  was  small,  during 
the  latter  half  of  the  year  there  was  quite  an  increased  demand. 
The  branch  has  engaged  largely  in  open-market  operations,  with  rates 
ranging  at  the  beginning  of  the  season  from  2 J  to  2}  per  cent,  and 
for  the  past  six  months  from  2i  to  3J  per  cent.  The  volume  of  this 
class  of  paper  amounted  to  $7,579,128.26,  principally  domestic 
acceptances  of  90  days'  maturity,  about  80  per  cent  of  which  were 
purchased  from  member  banks  and  about  20  per  cent  from  non- 
member  banks.  Bilk  discounted  amounted  to  $2,^97,129.96, 
largely  commodity  paper  offered  by  the  member  banks  in  New 
Orleans.  Member  banks  outside  of  New  Orleans  discounted  only  a 
small  amount  of  commercial  paper.  Offerings  of  trade  acceptances 
have  been  very  limited,  totaling  $223,237. 

The  earnings  of  the  branch  bank  for  the  year  1916  amount  to 
$62,051.95,  with  a  total  expense  of  $28,649.69,  leaving  net  earnings 
of  $33,402.26.  The  branch  bank  is  only  charged  with  the  actual 
expenses  of  operation  of  the  branch  and  no  proportionate  charge  is 
made  for  administrative  and  general  operative  expenses  of  the 
parent  bank.  A  chaise  is  made  for  their  proportionate  share  of  the, 
expense  of  the  Federal  Reserve  Board.  The  reserves  of  the  parent 
bank  are  available  for,  and  are  used  by  the  branch  bank. 

Including  the  manager  of  the  branch  bank  and  the  representative 
of  the  Federal  Reserve  Agent,  there  are  a  total  of  11  employees, 
with  a  totdl  monthly  compensation  of  $1,305. 

The  system  originally  adopted  of  appointing  a  representative  of 
the  Federal  Reserve  Agent  at  New  Orleans  to  represent  the  Federal 
Reserve  Agent  in  transactions  involving  the  issuance  of  Federal 
Reserve  notes,  has  proven  entirely  satisfactory.     During  the  year 
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there  was  issued  to  the  branch  bank  a  total  of  $2,380,000  in  Federal 
Reserve  notes.  A  sufficient  quantity  of  all  denominations  of  Federal 
Reserve  notes  are  always  kept  on  deposit  with  the  Assistant  Treas- 
urer of  the  United  States  at  New  Orleans,  to  meet  the  requirements 
of  the  branch  bank. 

Schedule  1-A. — Comparative  itatement  of  eamingi  and  expenses  of  Federal  Reseree 
Bank  of  Atlanta  (including  New  Orleans  branch,) 


1916. 


EABNINQ8. 

Bills  discounted  and  bought: 

Bills  discounted— member  banks 

Bills  bought  in  open  market 

Investments: 

United  States  securities 

Municipal  warrants 

Commissions  received 

Purchase  United  States  bonds 

Sundry  profits 


1141,774.27 

40,725.41 

5,101.85 

163.07 

1,530.27 

90,185.M 


Total  earnings. 


201,944.00 


EXPENSES. 

Assessment,  expenses  Federal  Reserve  Board. 

Federal  advisory  council 

Governor's  conferences 

Federal  Reserve  Agent's  conferences 

Salaries: 

Officers 

Clerks 

Watchmen 

Directors: 


Per  diem 

Traveling 

Officers  and  clerks,  traveling  expenses . 

Legal  fees 

Rent 

Telephone 

Telegraph 

Postage 

Expressage 

Premium  on  fidelity  bonds 

Light,  heat,  and  power 

Prmtmg  and  stationery 

Repairs  and  alterations 

All  other  expenses 


8,540.83 
357.08 

1,005.80 
182.00 

81,010.(8 
81,317.38 
3,258.15 

2,790.00 
2,038.00 
2,25L40 
1,290.44 
1,400.00 
11,572.18 

348.00 

509.68 
4,560.70 

661.87 
1,192.23 

ML  76 
4,240.33 

205.55 
7,583.92 


Total  expenses  of  operation 

Cost  of  Federal  Reserve  notes  issued 

Organization  expenses 

Depreciation  of  furniture  and  equipment. 


116,639.86 
12,106.03 


3, 83a  71 


Total  current  expenses. 


Gross  earnings 

Less  total  expenses.. 


132,687.50 


261,944.60 
132,637.50 


Net  earnings . 


129,307.10 


Schedule  1-B. — Capital  stock  and  dividend. 


Name. 


Number 
of  banks. 


Paid  in  capital  stock  Dec.  30, 1916: 

Alabama. f 

Florida 

Georgia 

Louialsna 

Mississippi 

Tennessee 

Total ~ 


01 
2 
55 
109 
22 
18 
92 


Atlanta. 


}|506,950.00 

323,000.00 
601,150.00 


482,800.00 


2,004,200.00 


New 
Orleans. 


$33,000.00 


29, 65a  00 
117,150.00 


445,800.00 


2.450,000.00 
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ScHX^ULB  1-B. — Capitcd  stock  and  dividend — Continued. 


Name. 

Number 

Atlanta. 

New 
Orleans. 

Combined. 

AtlanUofflee 

347 
42 

Nftw  Orlmftf  brmnrh 

Dirideod  aoonied  for  six  months  ending  June  30,  1916, 
pMrableJan.2,1917: 

$14,394.06 
9,696.93 
19,774.60 

1990.00 

115,384.06 
9506.98 
19,774.00 

Florida 

Georgia. 

"8,' 409.' 65" 
3,508.85 

Louisiana 

8,409.55 
3,508.85 
14,267.31 

Mississippi •      . 

Tennessee 

14,287.31 

Total  dividend  to  June  30, 1916 

58,032.90 

12,908.40 

70,941.30 

Dividend  aocmed  for  six  months  ending  Dec.  30, 1916: 
Alabama 

15,103.60 
9,682.16 
19,804.58 

990.00 

16,093.60 

Florida 

9,682.10 
19,804.58 
8, 84a  13 

Georgia. 

'"8*  840.*  is* 
3,514.50 

T/on£iiana 

3,514.50 
14,426.60 

Tenneffsee. .    .       ^ 

14, 426-.  60 

Total  dividend  to  Dec.  30, 1916 

59,016.94 

13,344.63 

72,301.57 

Total  dividend  for  1910  at  6  per  cent 

117,049.84 

26,253.03 

143,302.87 
129,196.00 

6  per  cent  dividend  earned  iAd  paid  to  Dec.  31,  i9i5 

ScHBDULB  2. — Statement  of  the  condition  of  the  Federal  Reserve  Bank  of  Atlanta  (incltLd- 

vng  New  Orleans  branch). 


Dec.  30,  1910.     Dec.  31, 1915. 


BiDs  diseoimted— members 

BiUs  bought  in  open  market 

Bills  discounted— past  due 

Member  banks— collateral  notes . 


BBSOUHCBS. 


Total  bUb  discounted  and  bought. 


Ihveatmenta— municipal  warrants 

Other  XJnItad  States  bonds  on  hand 

Interest  accrued  on  United  States  securities . 
United  States  gold  notes 


Total. 


Bnenses  paid  in  advance 

Col  of  untied  Federal  Reserve  notes 

Furniture  and  equipment 

Cost  of  nnissucj^  Federal  Res'^rve  bank  notes . 
Bank  premisos 


Total. 


Due  from  other  Federal  Reserve  Banks . 

Due  fhmi  member  banks— overdrafts 

Due  from  banks  and  bankers 

Exchanges  for  clearing  house 

Checks  and  other  cash  items 

Deferred  debits  (transit  account) 


Total  deductions  from  gross  deposits. 


National  bank  notes  and  Federal  Reserve  notes  of  other  banks . 

Federal  Reserve  notes  on  hand 

Nickels  and  cents 

Mutilatod  currency  forwarded  for  redemption 


Total. 


OoM  settlement  fund 

Doe  ftom  Treasury  of  United  States,  gold  redemption  ftind.. 

Gold  bullion  and  coin 

Gold  certificates  (inchiding  clearing-house  certificates) 

88ver  certificates  (including  clearing-house  certificates) 

Ugal-tender  notes  (including  clearing-house  certificates) 

Oflvercoin 


Total  r 

Total  resources.. 


02,412,969.37 

4,447,696.90 

1,803.05 

550,000.00 


18,074,203.25 
71,665.22 


7,411,829.98 


8,145,958.47 


401,500.00 

1,710,000.00 

14,386.66 

824,000.00 


330,147.58 


2,949,895.66 


330,147.58 


517.43 
19,914.87 
12,282.26 

400.00 
102,500.00 


9,484.98 
6,228.92 


135,614.56 


15,713.90 


5,312,435.71 

4,819.11 

341,704.52 

825,242.33 

21,806.71 

5,117,781.24 


1,001,921.68 
77,012.60 
43,878.76 
229,464.60 
23,633.83 


11,023,739.02 


1,375,911.47 


1,677,795.00 

1,241,705.00 

160.83 

180,000.00 


1,072, 
1,270, 

148, 


970.00 
010.00 
38.81 
000.00 


3,099,720.83 


2,497,010.81 


7,439,000.00 

348,778.29 

1,354,071.07 

3,891,860.00 

67,467.00 

13,752.00 

1,407.00 


3,717. 
307, 

1,421. 

3,412, 
75, 
34, 
23, 


000.00 
512.36 
189.90 
100.00 
950.00 
400.00 
403.80 


13,116,935.36 


8,991,556.06 


38.337,736.01  '  21,356.904.29 
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Schedule  2.—StatemerU  of  the  condUian  of  ihe  Federal  Reteroe  Bank  of  Atlanta  (indui- 
ing  New  Orleans  oraneh) — Continued. 


Capital  paid  in. 
rroQtand  loss.. 


LIABILITIES. 


Total . 


Unearn^  discount— bills  discounted— members. 

Unearned  discount— bills  bought , 

Unearned  interest— investments 

Reserved  for  sundry  expenses 

Service  charges  (net  receipts) 


Total., 


Government  deposits 

Due  to  other  Federal  Reserve  Banks. 

Due  to  member  banks 

Expense  checks 

Casnier's  checks  outstanding 

Deferred  credits : 

Return  item  checks 

Dividend  checks 


Gross  deposits 

Federal  Reserve  note  liability. 
Total  liabilities 


Reserve  required  on  Federal  Reserve  notes  40  per  cent . 
Reserve  required  on  net  deposits  35  per  cent 

Total  reauired  reserve 

Reserve  carried,  64.3  per  cent 


Excess  over  required  reserve,  19.3  per  cent.. 


Dec.  ao,  1916. 


$2,460,000.00 
10,190.04 


2,400,190.01 


9,522.43 

12,031.55 

1,557.47 

400.04 

2,483.24 


26,065.33 


3,821,070.x 

6,702,247.41 

21,812,983.12 

1,007.00 

52,828.00 

58,727.49 

50.00 

70,94L3O 


31,579,860.04 


Dee.  31, 1911 


12,422,400.00 
82, 53130 


2,504,912.39 


85,110.0 


335.17 


36,347.31 


5,000,00000 

291,5aO.U 

8,700,634.30 


13,060.45 


14,O0S,«M.n 


4,271,100.00 


38,337,736.01 


1,708,440.00 
0,964,042.85 


8,608,062.35 
13,116,935.90 


4,423,853.01 


4,790,000.00 


21,356. 0M.29 


1,900,000.00 
4,441.389.59 


0,341,309.59 
8,991,556u0S 


2,660,156,47 


Schedule  3. — Profit  and  loss  account. 


Earnings: 

Six  months  ending  June  30, 1916 . 
Six  months  ending  Dec.  30, 1916. 


Total  earnings  for  1916. 


Expenses: 

Six  months  ending  June  30, 1916. 
Six  months  ending  Dec.  30, 1916. 


Total  expenses  for  1916 

Difference  account  ending  Dec.  30.. 


Total  expenses  for  1916.. 

Net  earnings: 

Gross  earnings  for  1916 — 
Less  exi>en8es  for  1916 

Net  earnings  for  1916 


Net  earnings  for  1916 

Profit  and  Toss  reported  Dec.  81, 1915 

Adjustment  New  Orleans  branch  profit  and  loss  account 

Earnings  received  from  Federal  Reserve  Bank,  Dallas,  June  29, 1916. 

Total  net  earnings  to  date , 

Less  dividends  paid: 

June  30, 1916,  from  Nov.  16, 1914,  to  Dec.  31, 1915 

Dec.  30, 1916,  from  Jan.  1, 1916,  to  June  30, 1916 


Total  dividends  paid 

Premium  on  surrendered  stock  paid  during  1916. 

Total  dividend  payments  to  member  banks 

Profit  and  loss  carried  forward 


Atlanta. 


891,302.60 
108,500.05 


199,892.65 


45,644.47 
58,19L47 


103,835.94 
151.87 


103,987.81 


199,802.65 
103,967.81 


95,904.84 


Profit  and  loss  carried  by  Atlanta  o/nce 

Profit  and  loss  carried  by  New  Orleans  branch. 


New 
Orleans. 


$15,386.48 
46,665.47 


62,051.95 


13,206.27 
15,436.43 


28,644.09 
5.00 


28,649.09 


02,051.95 
28,649.69 


33,402^26 


82,532.39 

142.25 

1,156.77 


129,198.00 
70.941.30 


200,139.30 
2,879.17 


7,601.23 
2,428.81 


Combined. 


8106,689.08 
155,255.53 


261,944.00 


58.8S2.74 
73,637.89 


132,480.63 

156.87 


132,637.50 


261,944.00 
132,637.50 


129,307.10 


129,307.10 


83.  SI.  41 


213.138.51 


303,018.4 


19,120.04 


io,iao.of 
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Schedule  4. — Discount  operatiom, 

Diflcoimt  rates  prevailing  during  year  1916: 

Paper  maturing  within  90day8.4  per  cent  rate  during  entire  year. 
Paper  matpring  over  90  days.  .5  per  cent  rate  during  entire  year. 

Trade  acceptances 3)  per  cent  during  entire  year. 

Commodity  paper 3  per  cent  up  to  May  20, 1916;  3}  per  cent  May  20 

to  Aug.  17,  1916;  3  per  cent  Aug.  18  to  Dec.  31, 
1916. 
Member  banks^collateral  notes. 3)  per  cent  Sept.  15  to  Dec.  31, 1916. 

Bills  discounted  for  members  during  1916: 

Within  10  days $294,600 

Alter  10  days,  but  within  30  days 4,485, 000 

After  30  days,  but  within  60  days 6, 990, 600 

After  60  days,  but  within  90  days 9, 420, 900 

Over  90  days 1,132,100 

Total  bills  discounted  for  members 22, 323, 200 

Bills  bought  in  open  market  during  1916: 
Prevailing  rates — 

Bankers'  acceptances — 

Domestic 3  per  cent  Feb.,  Mar.,  and  Apr. 

Foreign 3  to  4  per  cent  May;  2  to  4  per  cent  May 

to  Dec.  31,  1916. 

Trade  acceptances 5  per  cent  to  Oct.  1, 1916;  3J  to  5  per  cent 

Oct.  to  Dec.  31,  1916. 

Domestic  bankers'  acceptances  bought 18, 779, 500 

Foreign  bankers'  acceptances  bought 3, 764, 500 

Total  bills  bou^t  in  open  market 12, 544, 000 

United  States  bonds  bought  in  open  market  during  1916: 

Bonds  bearing  2  per  cent  interest $2, 590, 500 

Bonds  bearing  3  per  cent  interest 5, 000 

$2,595,500 

2  per  cent  bonds  converted  into  3  per  cent  conversion 
bonds  and  1-year  Treasury  notes 1,653,900 

2  per  cent  consols,  on  hand 875, 100 

3  per  cent  1918  bond,  on  hand 5, 000 

United  States  bonds  sold  to  member  banks. 61, 500 

2,595,500 

Investments  in  municipal  warrants  made  during  1916: 

Prevailing  rates:  Jan.  to  Aug.,  5  per  cent;  Aug.,  3)  per  cent;  Sept.,  3)  to  5  per 

cent;  Oct.  to  Dec.  31,  3)  to  5  per  cent. 
Maturities — 

Within  60  days $8,700 

Within  90  days 15, 100 

Over  90  days 396,500 

$420,300 

School  warrants.  State  of  Georgia 396, 500 

School  warrants.  Miller  County,  Ga 5, 000 

Warrants,  city  of  Columbia,  Tenn 7, 700 

•      School  warrants,  Gadsden  County,  Pla 2, 000 

Warrants — City  of  Canton,  Miss 6, 100 

School  warrants— Beauregard  Parish,  La 3, 000 

420.300 
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Schedule  5. — Due  to  and  due  from  member  hank$,  at  the  do$e  of  business  Dec.  SO,  1916. 

(Showing  gross  balances  and  overdrafts  for  the  Atlanta  oOkot  and  New  Orleans  brancdi.  also  required 
reserye,  uncollected  balance  and  deficient  reserres  for  the  Atlanta  office  ooly;  New  Orleans  bnaieh 
figures  not  available.) 


SUte. 


Number 
of  banks. 


Orossbal- 


Overdnlls. 


Alabama 

Florida 

Georgia 

Tennessee 

Total  Atlanta  office. 
New  Orleans  branch 

Total... 

Alabama 

Florida 

Georgia 

Tennessee 

Total 


91 
56 
107 
92 


t3, 366, 960. 74 
2,794,611.46 
5,624,071.11 
4,695,512.32 


S3,mu 

1,0Q&» 


345 
42 


16,371,155.63 
5,441,827.49 


4,819.11 


387 


21312,983.12 


4,81«ill. 


Required 
reserve. 


12,489,881.00 
2,041,662.00 
3.766,745.00 
3,167,752.00 


11,464,540.00 


Uncollected 


$450,579.88 

423,853.79 

1,147,384.69 

838,092.48 


2,859,9ia72 


Deficient 


$106,087.06 
93,2U.M 
162,114.19 
166, 2091  es 


526,6I&IS 


Schedule  6. — Comparative  statement  of  member  banks,  rediscounts  with  Federal  Eesente 
Bank,  and  bUls  payable  and  rediscounts  with  other  than  Federal  Reserve  Banks,  as 
shown  in  Comptroller's  Condition  Reports,  Nov.  10, 1915,  to  Nov.  17, 1916. 


states. 


Date. 


Rediscounts 

with  Federal 

Reserve 

Bank. 


BUb  parable 
andredis- 
oountswitb 
other  than 
Federal  Re- 
serve Baoks. 


Florida 

Georgia 

Tennessee 

Mississippi  and  Louisiana 

Total 


Nov.  10,1915 
Nov.  17,1916 
Nov.  10,1916 
Nov.  17, 1916 
Nov.  10,1915 
Nov.  17,1916 
Nov.  10, 1915 
Nov.  17, 1916 
Nov.  10, 1915 
Nov.  17,1916 

Nov.  10,1915 
Nov.  17,1916 


$1,650,249 
742,161 
988,691 
403,625 

2,643,320 
509,138 
764,601 
414,975 
888,189 

1,050,436 


6,935,140 
3,120,335 


$3,311,044 
1,0S5,9S0 
1,732,7S3 

707,500 
3,316,133 

481.500 
l,a64,5S> 

673,000 
L539,7S 

975,000 


10,164,252 
3.891,990 


Schedule  7. — Federal  Reserve  notes. 

TOTAL  NUMBER  OF  NOTES  ISSUED  IN  1915  AND  1916. 


1915 

1916 

Total. 

Number. 

Amount. 

Number. 

Amount. 

Number. 

Amoimt 

Fives 

1,244,000 

672,000 

240,000 

10,600 

8,000 

$6,220,000 

6,720,000 

4,800,000 

530,000 

800,000 

604,000 

344,000 

192,000 

13  400 

4,000 

$3,030,000 

3,440,000 

3,840,000 

670,000 

400,000 

1,848,000 

1,016,000 

432,000 

24,000 

12,000 

$0,240,009 
10  160,000 

i;2oo;ai 

Tens 

Twenties 

Fifties 

Hundreds. ... 

Total 

2,174,600 

19,070,000 

1,157,400 

11,370,000 

3,332,000 

30,440,000 
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SoHBDULB  7. — Federal  Reserve  not«f— Continued. 

PBDEBAL  BE8BRVE  NOTES  UNISSUED  ON  HAND  AND  TOTAL  PRINTED. 


Unissued  on  hand. 

Printed. 

Number. 

Amount. 

Number. 

Amount. 

Fives 

1,312,000 

684,000 

48,000 

12,000 

8,000 

16,660,000 

0,840,000 

960,000 

600,000 

800,000 

3,160,000 

1,700,000 

480,000 

36,000 

20,000 

$15,800,000 
17,000,000 
9,600,000 
1  800  000 
2,000,000 

T«w . 

Twff?tl«f    . 

v\m^ 

Himdrads 

2,064,000 

15,760,000 

5,396,000 

46,200,000 

Cost  (rfiasoanoe  of  2,174,000  notes  in  1915,  amounting  to  $19,070,000,  at  $11.30  per  1,000  notes,  or 
$1.29per$l,000 $24,673.70 

Cost  of  issuaiice  of  1,167,400  notes  in  1916,  amounting  to  $11,370,000,  at  $10.01  per  1,000  notes,  or 
$1.08perf  1,000........ /. ? 7. 12,226.93 

Cost  of  issoftDoe  of  8JB2,000  notes  to  date,  amounting  to  $30,440,000,  at  $11.06  per  1,000  notes,  or 
$1.11  per Sl,00a 36,84a 63 

Cost  of  2,004,000  unissued  notes  oo  band,  amounting  to  $16,760,000,  at  $8.65  per  1,000  notes,  or 
$L26perSl,00a 19,914.87 

Cost  of  manuCMSturlng  5,896,000  notes,  amounting  to  $46,200,000,  at  $10.52  per  1,000  notes,  or  $1.23 

per$i,ooo !T:.:.\7: .7!....... .vT... 66,755.50 

ScHSDULB  8. — Transit  department  operations  (including  New  Orleans  branch)  from 

July  15  to  Dee.  SO,  1916, 

NUMBER  OP  ITEMS  CLEARED. 


Clearinghouse. 

Within  dis- 
trict. 

Other  dis- 
tricts. 

Total. 

July 

8,268 
21,199 
23,851 
24  781 
27,642 
80,365 

78,361 
187,111 
226,747 
263  476 
268  728 
283,909 

8,112 
24,911 
29,006 
33,913 
32,840 
28,998 

94,716 

Aumt..:: 

253,221 

Bemember 

279.606 

c^S^^:::::::::::::::. ::::::::::::: 

822,170 

November 

829,  ilO 

December 

343,272 

Total 

135,991 

1,308,822 

167,782 

1,602,005 

AMOUNTS  CLEARED. 


July 

August 

Bei^ember.. 

October 

NoremtNv.. 
December... 


$6,012,065.41 
14,337,332.75 
19,014,626.59 
24,497,464.14 
28,424,733100 
29,141,271.46 


Total 121,427,503. 43 


$9,709,760.49 
26,857,784.65 
86,028,775.16 
48,566,273.30 
49,718,737.19 
49,390,802.85 


219,261,133.63 


$6,127,967.27 
18,980,49L97 
26,360,874.42 
34,081,714.98 
36,906,492.39 
83,270,835.66 


163,679,366.69 


$20,849,808.17 
59,176,609.37 
80,403,276.16 
107,064,442.42 
115,051,926.67 
111,802,909.96 


494,368,008.75 


Average  number  of  items  liandled  daily 11.362 

Average amoont  of  items  handled  daily $3,606,166.06 
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Rewnut  and  expenmM  cf  the  trormt  department,  Federal  Reterve  Bank  of  AUantaJrom 

July  15  to  Dee.  SO,  1916. 


Service  charges  (net  receipts) . 


Bdaries- 

Ofllcen 

Clerks 

Officers'  end  derks'  traveling  expenses 

Rent 

Telephone 

Telegraph 

Postage 

Expresaage 

lifiht^  heat,  and  power 

Piuitmg  and  staaonery 

All  other  expenses 


Total  expense  of  operation 

Depredation  oa  fomiture  and  equipment . 

Total  transit  department  expense... 

Total  revenue  received 

Less  expense 


Excess  of  revenue  over  expense. 


Atlanta. 


$17,772.73 


850.00 

7,854.17 

5M.26 

1,033.02 

12.80 

3.70 

2,836.48 


4.00 
1,120.34 
1,136.70 


16,301.53 
411.40 


15,803.03 


17,772.73 
15,800.02 


1,909171 


New 
Orieans. 


$3,386.04 


666.86 


ssaoo 


620.00 

a.  30 

14.66 
106.43 
103.11 


1,672.34 

aoa37 


1,772.51 


2,286.04 
1,772.51 


51X53 


Combined. 


$20,058177 


asaeo 

8»4IL(B 

546lS 

l,3n.(B 

12.» 

11* 

3,aM.« 

1,21177 
l,2S&a 


16,9(3.77 
«1L7» 


17,57ia 


20,Q6&77 
17,57JLa 


2,«!Q.24 
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C.  n.  BoswoRTH,  Chainnan  and  Federal  Heserve  Agent. 


Genebal  Business  and  Bankino  Conditions  in  the  District. 

General  business  conditions  in  the  seventh  Federal  Reserve  Bank 
during  the  year  1916  have  been  satisfactory,  the  residt  of  increasing 
and  sustained  activity  in  practically  all  lines.  The  banks  report 
rising  deposits  and  low-interest  rates. 

Financial  Results  of  Operations. 

The  net  earnings  of  the  Federal  Reserve  Bank  of  Chicago  for  the 
year  have  been  $403,206  (after  charging  off  $25,000  from  fumitiire 
and  fixttires  account  and  $5,113  to  cover  the  cost  of  printing 
Federal  Reserve  notes  issued)  equivalent  to  6  per  cent  on  the 
average  capital  employed. 

A  dividend  of  $75,873.47  was  declared  payable  July  15,  which  dis- 
charged the  cxmiidative  dividend  obUgations  of  the  bank  up  to  March 
31,  1915. 

A  dividend  of  $284,775.25  was  declared  payable  December  27, 1916, 
which  discharged  the  dividend  obUgations  accruing  up  to  January  1, 
1916,  leaving  but  one  year's  dividends  in  arrears. 

AcmviTiEs  OP  THE  Bank  Dubing  the  Yeab. 
discount  operations. 

Out  of  a  total  membership  of  992  member  banks,  212  have  redis- 
counted  $23,178,116.94  of  paper  during  the  year  at  rates  varying 
from  3i  to  5  per  cent,  according  to  the  maturity  of  the  notes.  Of 
this  amount  $16,065,839.77  was  commercial  and  industrial  paper,  the 
remainder,  amounting  to  $7,112,277.17,  consisted  of  agricultural  or 
livestock  paper.  Inchided  in  the  commercial  paper  submitted  was 
$105,177.45  of  trade  acceptances. 

Under  a  recent  amendment  to  the  Federal  Reserve  Act,  member 
banks  are  permitted  to  borrow  from  Federal  Reserve  Banks  on  their 
promissory  notes,  provided  such  notes  mature  within  15  days  and  are 
secured  by  paper  which  would  be  ehgiWe  for  rediscoimt,  or  by  United 
States  Government  bonds.  Eight  member  banks  of  this  district  have 
752S4''— 17 22  331 
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availed  themselves  of  this  privilege  and  borrowed  $5,417^500  in  this 
manner  at  a  rate  of  3^  per  cent,  which  amount  is  included  in  the  total 
of  rediscoimts  shown  above. 

OPEN-MABKET   OPERATIONS. 

First.  Bankers'  acceptances  amoimting  to  $27,060,584.62,  all  ma- 
turing within  90  days',  were  purchased  during  the  year.  Of  this 
amount  $26,605,811.05  consisted  of  bills  drawn  against  exports  or 
imports.  The  balance,  amounting  to  $454,773.57,  were  drawn  against 
domestic  shipments  or  goods  in  storage.  The  acceptances  purchased 
consisted  almost  entirely  of  bills  drawn  against  and  accepted  by  banks 
located  in  New  York  and  Boston.  Member  banks'  acceptances, 
amoimting  to  $3,244,446.05,  were  purchased.  Thus  far  member 
banks  located  in  this  district  have  not  availed  themselves  to  any  great 
extent  of  the  accepting  privilege  granted  by  the  Federal  Reserve  Act. 
The  export  and  import  acceptances  appear  to  be  confined  largely  to 
banks  located  at  the  seaboard.  Rates  on  acceptances  purchased 
varied  from  2  to  3}  per  cent,  according  to  the  maturity  of  the  bilk 
and  the  financial  standing  of  acceptors. 

Second.  United  States  Government  bonds  to  the  amount  of 
$8,644,100,  all  having  the  circulation  privilege,  were  purchased  during 
the  year.  Bonds  aggregating  $8,303,100  were  purchased  direct  from 
member  banks,  the  balance  being  bought  from  brokers.  United 
States  2  per  cent  bonds,  amounting  to  $4,035,400,  were  converted 
into  $2,518,400  United  States  conversion  3  per  cent  bonds,  dtie 
1946,  and  $1,517,000  United  States  Treasury  one-year  3  per  cent 
notes.  Practically  all  of  the  United  States  Government  3  per  cent 
conversion  bonds  have  been  placed  in  the  hands  of  the  public  through 
sales  in  the  open  market. 

Third.  Municipal  warrants  purchased  during  the  year  amoxmted  to 
$9,733,300,  represented  by  bonds  and  warrants  issued  by  73 
mimicipaUties  and  States.  Maturities  ranged  from  10  days  to  6 
months  and  rates  varied  from  1}  to  4  per  cent. 

CHANGES   IX  RESEBVE   POSITION. 

The  Federal  Reserve  Bank  of  Chicago  has  held  strong  cash  reserves 
during  the  year.  During  the  month  of  January  Hie  cash  reserves 
against  net  deposits  were  as  high  as  87.2  per  cent.  This  percentage 
gradually  declined  until  70.4  per  cent  was  reached  in  Jiily.  From 
that  time  on  the  reserve  position  of  the  bank  was  gradually  strength- 
ened imtil  79  per  cent  was  reached  in  December. 

The  Federal  Reserve  Bank  and  Member  Banks. 

There  has  been  no  change  in  the  district  lines  during  this  year. 
The  Federal  Reserve  Board,  however,  on  October  13  granted  an 
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appeal  from  certain  Wisconsin  bankers  for  transfer  from  the  ninth 
district  (Minneapolis)  to  this  seventh  district,  effective  January  1, 
1917.  The  details  of  this  transfer  have  been  worked  out  and  on  that 
date  25  counties  in  Wisconsin  will  come  into  this  district,  adding 
52  banks  with  a  combined  capital  and  surplus  of  approximately 
$7,632,900  to  the  seventh  Federal  Reserve  district  and  $1,750,219.92 
to  the  reserve  deposits  of  the  Federal  Reserve  Bank  of  Chicago. 

There  has  been  no  failure  of  any  member  bank  in  the  district  during 
the  year. 

The  number  of  member  banks  has  been  decreased  by  14,  eight 
liquidating  and  six  converting  into  State  banks. 

The  number  has  been  increased  by  the  addition  of  7,  six  new  national 
banks  and  one  State  bank  joining  the  system. 

The  membership  now  consists  of  984  national  banks  and  8  State 
institutions,  the  latter  being  the  following: 

Albiop,  Mich.,  Commercial  &  Saviags  Bank. 

Chicago,  ni..  Central  Trust  Co.  of  Illinois. 

Elmhurst,  lU.,  Ehnhurst  State  Bank. 

Joliet,  HI.,  Commercial  Trust  &  Savings  Bank. 

Madison,  Wis.,  Bank  of  Wisconsin^ 

Milwaukee,  Wis.,  Badger  State  Bank. 

Saugatuck,  Mich.,  Fruit  (Growers  State  Bank. 

Sioux  City,  Iowa,  Bankers'  Loan  &  Trust  Co. 
During  the  year  one  small  bank  was  examined  by  this  bank  due  to 
persistent  overdrawing  of  its  account  with  the  Federal  Reserve  Bank. 

The  Federal  Reserve  Bank  and  the  Government. 

The  Federal  Reserve  Bank  of  Chicago  was  appointed  fiscal  agent 
of  the  United  States  Government,  effective  January  1,  1916.  On 
January  3,  the  first  business  day  of  the  year,  the  collector  of  customs 
and  the  collector  of  internal  revenue  began  depositing  their  collec- 
tions with  this  institution.  Since  that  date  transfers  of  Government 
funds  have  been  made  by  member  banks  for  the  credit  of  the  United 
States  Government.  On  July  19,  $5,000,000  was  withdrawn  from 
the  accoimt  and  transferred  to  the  Treasurer  of  the  United  States  for 
the  credit  of  the  Treasurer's  general  account  at  Washington,  D.  C. 
All  other  charges  to  this  account  represent  pension  checks  and  Treas- 
ury warrants  deposited  by  member  banks.  Seven  hundred  and 
thirteen  thousand  and  three  checks  were  paid  during  the  year.  The 
average  balances  on  deposit  were  as  follows: 


January $683,000 

February 546, 000 

March 791,000 

April 1, 126, 000 

May 2,002,000 

June 6,260,000 


July $7,460,000 

August 6, 431, 000 

September 3, 488, 000 

October 3, 190, 000 

November 1, 985, 000 

December 2,149,000 
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Federal  Reserve  Note  Issues. 

The  general  policy  of  the  bank  in  reference  to  the  issue  of  Federal 
Reserve  notes  can  best  be  stated  by  reciting  a  resolution  passed  by 
the  Board  of  Directors  on  November  12,  1915,  as  follows: 

"  Upon-motion  it  was  declared  to  be  the  sense  of  the  Board  that 
the  Federal  Reserve  Bank  of  Chicago  should  not  attempt  to  buy  gold 
through  the  issue  of  Federal  Reserve  notes  unless  and  until  the 
Federal  Reserve  Act  be  so  amended  as  to  expressly  permit  same  to 
be  done  and  until  Federal  Reserve  notes  may  be  counted  as  legal 
reserve  by  member  banks  and  the  expense  of  printing  the  same  oe 
assumed  by  the  Grovernment." 

Upon  reconsideration  of  the  matter  on  October  27,  1916,  the  fol- 
lowing resolution  was  adopted: 

^' Resolved,  That  the  governor  and  officers  of  the  bank  shall  use  every 
means  of  supplying  tne  member  banks  ^th  Federal  Reserve  notes 
in  the  denommations  they  may  require,  with  the  end  in  view  not 
only  of  meeting  their  requests,  but  also  of  conserving_the  gold  reserve 
of  the  bank  and  of  accumulating  gold  with  the  JFederal  Reserve 
Agent." 

The  bank  called  on  the  Federal  Reserve  Agent  during  the  year  to 
issue  $4,500,000  of  Federal  Reserve  notes.  The  outstanding  notes 
in  1916  were  all  covered  by  an  equal  amount  of  gold  deposited  with 
the  Federal  Reserve  Agent. 

During  1916  the  Federal  Reserve  Agent  ordered  $5,000,000  of  new 
Federal  Reserve  notes  shipped  to  him  as  an  emergency  supply,  and 
they  were  stored  in  the  vaults  of  the  Chicago  Clearing  Hous6. 

In  April,  1916,  the  Comptroller  of  the  Currency,  at  the  requestor 
the  Federal  Reserve  Agent,  shipped  $15,000,000  additional  Federal 
Reserve  notes  to  the  subtreasury  at  Chicago,  subject  to  his  order. 
We  therefore  have  on  hand  in  Chicago,  ready  for  use  at  a  moment's 
notice,  $15,500,000  of  new  Federal  Reserve  notes.  In  addition,  there 
are  printed  and  ready  at  Washington  for  shipment  on  telegraphic  call, 
to  the  bank  $50,620,000  additional  notes.  It  is  felt  that  this  stock 
will  be  sufficient  to  meet  any  possible  emergency  that  may  develop, 
and  that  it  is  large  enough  to  forestall  any  currency  panic  that  other- 
wise might  occur. 

Five  million  doDars  of  Federal  Reserve  Bank  notes  (secxu^  by 
United  States  bonds  with  the  circulation  privilege)  have  been  printed 
and  are  ready  for  use  at  any  time  needed.  These  notes  are  issued 
under  the  same  conditions  as  notes  issued  by  the  Government  to  the 
national  banks. 

EFFECT   OP   THE   DISCOUNT-RATE   POLICY   OF  THE   BANE   ON   GENERAL 

MARKET   RATES. 

Our  executive  committee  from  time  to  time,  and  the  board  of 
dkectors  at  each  monthly  meeting,  have  given  careful  consideration 
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to  the  subject  of  discount  rates,  and  in  detennining  the  same  have 
been  influenced  by  the  general  business  situation  current  and  by  the 
rates  maintained  by  the  large  commercial  banks. 

Money-market  conditions  during  the  past  year,  owing  to  the  large 
surplus  famds  available,  have  been  such  as  to  justify  the  Federal 
Reserve  Bank  in  following  the  prevailing  rates  rather  than  under- 
taking to  regulate  the  same,  a  procedxire  which  might  have  been 
necessary  had  there  been  a  tendency  toward  abnormally  high  rates. 

GreneraUy  speaking,  it  may  be  said  that  our  rates  for  the  redis- 
coimt  of  bills  maturing  up  to  90  days  have  been  practically  in  accord 
with  those  made  by  commercial  banks  to  their  best  customers, 
whereas  our  rates  on  longer  maturities — that  is,  from  90  days  to  6 
months — ^have  been  sUghtly  firmer  than  the  going  rates  on  commer- 
cial paper,  though  lower  than  those  received  by  the  member  banks 
ofiFering  such  bills  for  rediscoxmt. 

Under  these  circimistances  it  is  questionable  whether  the  poUcy 
followed  has  materially  affected  the  general  market  rates,  the  effect, 
if  any,  being  of  a  sentimental  character,  tending  to  keep  rates  up 
rather  than  bear  them  down. 

PUBLICITY   WORK   OP   THE    BANK   AND   THE   ATTITUDE   OP  THE   PUBLIC 
TOWABD  THE   PEDEBAL   RESERVE   SYSTEM. 

The  publicity  work  of  the  bank  during  the  past  year  has  been 
conducted  through  personal  interviews,  correspondence,  and  attend- 
ance by  the  bank^s  officers  at  some  of  the  conventions  and  group 
meetings  of  bankers.  It  has  been  gratifying  to  observe  that  many 
of  the  member  banks,  which  at  the  outset,  because  of  compulsory 
membership  or  for  other  reasons,  were  not  entirely  friendly  to  the 
system,  have  come  to  a  reaUzation  of  the  substantial  benefits  which 
accrue  to  them  and  are  now  stanch  supporters  of  the  new  banking 
system. 

There  is  abimdant  evidence  that  the  attitude  of  the  pubUc  toward 
the  Federal  Reserve  system  is  one  of  increasing  confidence  in  its 
abiUty  to  perform  the  functions  and  accompHsh  the  objects  for  which 
it  was  established. 

INTERNAL  MANAGEMENT   OP  THE   BANK. 

There  have  been  held  13  directors'  meetings  and  47  executive  com- 
mittee meetings.  During  the  year  the  executive  committee  has  boon 
composed  of  one  director  of  each  class,  the  governor,  and  the  secre- 
tary, as  follows:  George  M.  Reynolds,  James  B.  Forgan,  C.  H.  Bos- 
worth,  James  B.  McDougal,  W.  F.  McLallen. 

Weekly  meetings  of  the  committee  have  been  held,  and  all  dis- 
counts, loans,  and  purchases  of  paper  or  securities  have  been  sub- 
mitted to  the  committee  and  approved  by  it. 
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The  bank  was  examined  twice  during  the  year  by  the  examiner 
and  force  of  the  Federal  Reserve  Board,  namely,  on  March  13  and 
August  25.  These  examinations  were  very  thorough.  Copies  of 
the  reports  of  examinations  were  furnished  the  bank  and  circulated 
jamong  the  directors,  read  by  each,  and  a  certificate  to  this  effect 
signed  by  each  director  on  the  report. 

CLEARINGS   AND   GOLD-SETTLEMENT   FUND. 

From  January  1  to  July  15  the  volxmtary  collection  sjrstem  was  in 
operation.  Under  this  system  checks  were  handled  only  on  such  of 
our  member  banks  as  (xmder  resolution  of  their  boards  of  directors) 
authorized  us  to  charge  the  items  to  their  accoimts  the  same  day 
they  were  deposited  with  us.  This  system  proved  imsatisfactory, 
because  only  114  banks  participated  in  it,  and  owing  to  the  fact  that 
reserve  balances  were  heavily  impaired  by  charging  checks  against 
the  accoxmts  of  the  member  banks  on  the  day  of  transmittal,  the 
member  banks  being  unable  to  anticipate  the  volume  of  items  which 
might  be  charged  to  their  accoimt  in  any  one  day. 

CLEARING   AFTER   JULY   15,   1916. 

On  July  15  the  voluntary  collection  system  was  superseded  by  the 
present  collection  system  through  which  checks  on  all  member  banks 
in  the  12  districts,  as  well  as  checks  on  nonmember  banks,  are  col- 
lectible without  exchange  charges.  The  adoption  of  the  new  colleo- 
tion  system  greatly  increased  the  par  f acihties  offered  member  banks 
and  increased  materially  the  volume  of  items  handled.  On  the 
attached  table  showing  the  operation  of  the  transit  department  it 
will  be  noted  that  the  average  number  of  items  handled  per  day 
since  the  opening  of  the  new  collection  system  is  as  follows: 


Items. 


Amoont. 


Checks  on  Chicago  banks 

Checks  on  banks  in  this  district 
Checks  on  other  districts 

Total  daily  average 


3,362 
9,423 
5,304 


16, 684, 481. » 
l,.g5e,673.80 
8,711.968.4s 


18,089 


11,256,113.48 


Date. 


July  16-31 

August 

September 

October 

November 

December 

Total 

Average  per  day 


Chicago  Items. 


Number.         Amount. 


26,279 
89,244 
83,260 
90,806 
91,984 
99,237 


480,809 
3,382 


157,673,134.06 
115,875,114.43 
136,178,663.64 
152,270,253.48 
171,434,101.78 
180,449,534.92 


812,880,802.31       1,347,536  i 
5,684,481.13  9,423 


Our  district. 


Number.         Amount 


09,654 
176,273 
248,900 
276,096 
281,641 
296.973 


$13,873,433.86 
36,383,880.8 
45,908,706.85 
fi5,146,74a94 
57,901,032.0 
56,72«,561.« 


266,933,353.49 
1,859,673.80 
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Date. 


Other  districts. 


Number.         Amount. 


Grand  totals. 


Number. 


Amount. 


July  16-31.. 

August 

September. 

October 

November . 
December.. 


Total 

Average  per  day. 


49,068 
152,901 
198,639 
157,086 
103,938 

96,894 


$44,685,120.73 
84,735,187.81 
96,066,112.41 
84,826,665.65 
108,367,171.46 
112,129,805.69 


145,001 
417, 418 
530,799 
523,986 
477,563 
492,101 


$116,231,687.66 
236,994,191.47 
277,148,481.90 
292,243,660.07 
337,702,306.16 
349,303,892.30 


758,526 
5,304 


530,810,063.75 
3,711,058.48 


2,586,871  1,599,624,219.55 
18,089    11,186,043.49 


Government  checks. 


January., 
February 
March.... 

April 

May 

June 

July 

August.., 


Items. 


78,727 
45,514 
40,334 
81,023 
49,491 
39,862 
93,446 
51,806 


Amount. 


$6,376,384.49 
4,618,311.46 
4,370,834.34 
6,727,139.31 
4,337,814.12 
4,067,992.07 
9,460,184.42 
6,540,080.27 


September 

October 

November 

December 

Total 

Average  per  day 


Items. 


43,720 
87,911 
53,328 
47,832 


713.003 
2,376 


Amount. 


$7,404,960.73 
8,784,634.81 
6,443,904.72 
5,598,768.71 


74,740,027.45 
239,133.42 


To  provide  for  the  increased  amount  of  work  in  the  transit  depart- 
ment, 24  additional  employees  were  engaged  and  1,183  additional 
square  feet  were  provided  by  building  an  extension  to  the  mezzanine 
floor  of  the  bank  at  our  own  expense,  without  increasing  our  rent. 

The  collection  system  is  working  satisfactorily,  the  number  of  items 
handled  on  banks  in  our  own  district  showing  an  increase  each  month. 
While  the  volume  of  items  on  other  districts  during  the  last  three 
months  of  the  year  shows  a  decrease  each  month,  this  is  owing  to  the 
fact  that  banks  having  a  large  volume  of  items  on  other  districts  have 
been  encouraged  to  route  the  items  direct  to  the  other  Federal  Reserve 
Banks. 

As  a  result  of  the  operation  of  the  Federal  Reserve  Bank  collection 
system,  exchange  charges  in  the  reserve  cities  of  this  district  fixed  by 
clearing-house  rules  have  been  either  reduced  or  abohshed  on  all 
checks  which  can  be  collected  through  the  Federal  Reserve  Banks. 

SERVICE  RENDERED  TO  THE  BANKS  BY  THE  GOLD  SETTLEMENT  FUND. 

By  referring  to  the  tables  showing  the  volume  of  transactions 
through  the  gold  settlement  fimd,  it  will  be  seen  that  the  volume  of  the 
transactions  has  greatly  increased  dining  the  year,  the  average  weekly 
transactions  through  the  gold  settlement  fund  being  as  follows :  Debits, 
$15,357,000;  credits,  $14,  319, 000;  balances,  $14,265,000. 
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Transactions  through  the  gold  settlement  fund  weekly, 
[OOO's  omitted.] 


Week  ending. 

Debits. 

Credits. 

Balance. 

Week  ending. 

Debits.      Credits.    Bahnoe. 

Jan.     6    .. 

110,498 
15,013 
7,480 

19,782 

7,221 

5,785 

7,547 

6,241 

8,530 

3,923 

8,316 

12,779 

10,213 

7,962 

7,039 

6,699 

7  260 

7,393 

9,385 

8,915 

12,969 

10,736 

10,614 

15,090 

9,844 

12,813 

11,784 

12,290 

11,139 

12,612 

12,372 

10,164 
11,859 
14,152 
12,367 
10,136 
11,951 
10,769 
4,577 
6,702 
4  774 
6,619 
7,467 
9,526 
9,990 
8,159 
7  564 
3  371 
1,718 
3,923 
1,877 
7,610 
7,111 
6,815 
4,562 
9,630 
9,939 

July  13 .... 

111,068         19,991 
10.767         13.951 

sii,m6 

13 

^  2o:::::::::::: 

7.K12 

20 

27 

18,855 
17.535 
15;  531 
13,984 
17,193 
16,940 
17,775 
17,505 
22,729 
21,260 
23,961 
21,223 
20,187 
25,792 
26,472 
26,535 
24,616 
37,017 
24,024 
24,522 
26,735 
28,192 
25,125 

16,912 
14,051 
16.016 
11,037 
16,335 

9.775 

27 

9.840 

Aug.    3 

13.250 

Feb.    ^..    .. 

4,456 

6,299 

6.738 

7,134 

6,587 

12,338 

6,004 

8,784 

7,547 

9,309 

7,857 

7,554 

8,320 

8,776 

9,083 

12,819 

13,044 

16,577 

12,314 

11,488 

10,037 

16,207 

12,921 

lo:::. ...:.... 

12.774 

10 

17 

15,721 

17    

24 

16S79 

24 

31 

17,663 

Mar.    2 

Sent.   7 

20.198 

9 

^  li:::::::::::: 

25, 1» 

16 

21 

21,631 

23 

28 

19.823 

30 

Oct.     6 

24,S» 

Apr.    6 

13 

28,281 

^  13 ::     : 

19 

25,164 

20 

26 

22,659 

27..  .   . 

Nov.    2 

22,129 

May     4 

9 

»777 

11 .::::: 

16 

23,941 

18 

23 

»;230 

25 

Dec.     1 

27, 80 

June    1 

7 

31,044 

8 

14 

36,871 

15 

21 

S^42g 

22 

28      

26;iS3 

29 

Total 

July     6 

798,567 

774,570 

CONCLUSION. 

During  the  summer  Mr.  E.  T.  Meredith,  of  Des  Moines,  class  C  direc- 
tor, accepted  nomination  to  the  governorship  of  Iowa  and  tendered 
his  resignation. 

The  term  of  C.  H.  Bosworth  as  class  C  director  and  chairman  and 
Federal  Reserve  Agent  expired  on  December  31,  and  Mr.  Bosworth 
having  decUned  reappointment,  Mr.  William  A.  Heath  was  elected 
by  the  Federal  Reserve  Board  as  chairman  and  class  C  director  for 
the  term  expiring  December  31,1918.  At  the  same  time  Mr.  Meredith 
was  reappointed  as  class  C  director  for  the  term  expiring  December 
31, 1919. 
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WnxiAM  McC.  Mabtin,  Chairman  of  the  Board  and  Federal  Reserve  Agent. 


Financial  Results  of  Operation. 

During  the  year  1916,  the  eammgs  of  the  Federal  Reserve  Bank 
of  St.  Louis  amounted  to  $286,158.53.  For  the  same  period,  the 
expenses  of  the  bank  were  $145,140.98,  leaving  net  earnings  of 
$141,017.55.  The  organization  expense,  carried  over  from  last  year, 
amoimted  to  $97,169.29.  This  was  all  charged  oflf  during  this  year, 
leaving  a  net  gain  from  the  opening  «f  the  bank  to  December  31, 1916, 
of  $43,848.26. 

All'  organization  expenses  and  operating  expenses  having  been 
cared  for,  the  board  of  directors  of  the  Federal  Reserve  Bank  of 
St.  Louis  declared  a  dividend  of  6  per  cent,  payable  December  30, 
1916,  for  the  period  from  the  opening  of  the  bank  to  March  31,  1915. 
The  first  installment  of  capital  stock  of  this  bank  was  paid  in  on 
November  2,  1914,  and  on  such  installments  the  dividend  conmienced 
at  that  time. 

After  the  payment  of  this  dividend  there  remained  on  December  31, 
1916,  imdivided  profits  amoimting  to  $12,748.15. 

The  ratio  of  expenses  to  earnings,  which  for  January  was  174.4 
per  cent,  steadily  decreased  throughout  the  year,  xmtil  for  December 
this  ratio  was  37.35  per  cent. 

comparative  balance  sheets  for  DECEMBER  31,  1915-16. 

There  is  attached  to  this  report,  as  Exhibit  A,  a  comparative  state- 
ment of  the  condition  of  this  bank  as  of  December  31,  1915,  and 
December  31,  1916. 

This  statement  discloses  an  increase  in  earning  assets  of 
$8,814,675.68,  the  increase  being  very  large  in  all  classes  of  invest- 
ments, except  bills  rediscoimted  for  member  banks.  The  latter 
show  an  increase  of  only  $80,859.45.  The  principal  soim^e  of  income 
during  1916  were  open  market  pm-chases  of  bankers'  acceptances. 

Deposits,  both  gross  and  net,  also  show  a  very  lax^e  increase.  The 
total  reserve  cash  increased  from  $9,165,162,  on  December  31,  1915, 
to  $16,187,123  on  December  31,  1916.  However,  due  to  a  con- 
siderable increase  in  net  deposits  during  the  year  1916  and  to  the 
fact  that  we  had  more  money  invested,  the  percentage  of  cash  reserve 
against  all  liabilities  shows  a  reduction  from  82.1  to  60.8  per  cent. 

339 
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PROFIT    AND    LOSS    STATEMENTS    FROM    THE    OPENING    OF   THE    BANK 
THROUGH   1915   AND   FOR  THE   YEAR   1916. 

During  the  year  1914,  our  earnings  were  entirely  confined  to  bills 
rediscoimted  for  member  banks,  and  for  the  month  and  a  half  we 
were  in  operation  that  year  the  earnings  amounted  to  $9,462.97. 
For  the  year  1915  our  earnings  from  bills  rediscoimted  for  member 
banks  were  $44,835.51.  During  1916,  our  earnings  from  this  source 
amoimted  to  $46,041.34. 

Attached  hereto,  as  Exhibit  B,  is  a  profit  and  loss  statement.  This 
shows  a  decided  increase  in  all  other  forms  of  earnings. 

Current  expenses  for  the  year  1915  were  $130,735.74.  Current 
expenses  for  1916  were  $124,571.63,  showing  a  slight  decrease. 

GENERAL    BUSINESS     AND     BANKING     COKDmONS    IN    THE     DISTRICT. 

The  year  1915  closed  with  Business  houses,  generally  speaking, 
busy.  Coimtry^  merchants  were  buying  freely.  There  had  been  a 
steady  and  normal  improvement  throughout  the  year,  and  the  indi- 
cations were  that  the  year  1916  would  be  a  period  of  unusual  pros- 
perity. 

The  beginning  of  the  new  year  showed  a  cpntinued  and  steady 
improvement  in  business  conditions  in  all  lines,  increasing  from  monlii 
to  month.  Its  close  found  businfess  at  an  extremely  high  level 
During  the  year  prices  of  commodities  have  steadily  increased,  but 
at  the  close  of  the  year  have  not  reached  a  point  which  has  curtailed 
the  demand.  The  year  closes  with  a  steady  demand  for  both  luxu- 
ries and  necessities,  for  although  prices  have  increased,  many  manu- 
facturing and  business  concerns  have  increased  the  wages  of  their 
employees  or  have  given  them  Christmas  bonuses. 

The  agricultural  portions  of  the  district  are  in  especially  good 
condition.  It  is  true  that  the  major  crops — cotton,  com,  wheat,  and 
oats — showed  a  considerable  reduction  in  comparison  with  last  year, 
but  this  was  made  up  in  the  prices  that  the  farmer  received  for  them. 
In  some  portions  of  the  district  farmers  paid  bonuses  to  the  banks  to 
take  up  their  loans  before  maturity,  and  at  the  same  time  increased 
their  deposits  in  the  banks.  The  hay  crop,  on  the  whole,  was  the 
largest  ever  raised,  and  this  means  that  there  is  an  abimdance  of 
food  for  live  stock. 

The  cotton  crop  in  this  district  came  through  the  year  in  better 
condition  than  the  cotton  crops  in  other  sections.  It  moved  very 
rapidly  in  this  district  and  the  banks  in  the  cotton  sections  were 
able  to  handle  the  situation  with  a  minimum  of  outside  help. 

There  was  a  car  shortage  throughout  the  year,  and  this  had  con- 
siderable eflFect  on  business  in  general.     Because  it  was  difficult  to 
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get  prompt  shipments,  in  the  last  months  of  the  year  there  arose  an 
unusual  demand  for  shipments  in  the  near  future. 

A  comparison  of  this  year's  combined  averages  of  crop  yields,  by 
States  in  this  district,  gives  the  following  results,  counting  the  10-year 
average  at  100  per  cent:  Kentucky  makes  the  best  showing,  with 
102.5  i)er  cent;  Tennessee  next,  with  101  per  cent;  then  comes  Illi- 
nois, with  95.7  per  cent;  followed  by  Arkansas,  with  92.4  per  cent; 
then  Missouri,  with  78.8  per  cent;  and  Mississippi,  with  67.4  per 
cent. 

The  condition  of  the  winter  wheat  in  this  district  is  estimated  to 
be  3.9  per  cent  below  last  year  and  4.6  per  cent  below  the  10-year 
average.  However,  the  weather  is  seasonable,  and  the  snowfalls 
should  help  the  wheat  considerably. 

According  to  the  report  of  the  St.  Louis  National  Stock  Yards, 
which  fairly  reflects  the  movement  of  stock  in  this  district,  on  De- 
cember 31,  1916,  there  had  been  an  increase  in  the  receipts  of  cattle 
during  1916  over  last  year  of  208,621  head.  There  was  also  an  in- 
crease in  the  shipments  of  cattle  over  last  year  of  43,978  head.  Re- 
ceipts of  hogs  for  1916  showed  an  increase  over  the  previous  year  of 
465,646  head,  and  shipments  of  hogs  showed  an  increase  of  79,335 
head.  The  receipts  of  sheep  during  1916  had  increased  22,697  head 
over  1915,  and  the  shipments  had  increased  14,388  head.  Receipts 
of  horses  and  mules  during  1916  showed  a  decrease,  as  compared 
with  the  previous  year,  of  3,794  head,  and  the  shipments  showed  a 
decrease  of  11,628  head. 

Postal  receipts  and  clearings  throughout  the  district  show  a  general 
increase  for  the  year.  While  there  has  been  some  increase  in  building, 
this  has  not  kept  pace  with  the  increase  in  other  industries. 

The  year  ends  with  all  the  banks  in  this  district  having  deposits 
at  a  high  level.  At  the  beginning  of  the  year  the  average  rate  charged 
by  banks  to  customers,  in  the  larger  cities,  was  approximately  5  per 
cent,  with  the  rates  in  the  smaller  commimities  somewhat  higher. 
As  the  year  ends,  the  rates  charged  by  St.  Louis  banks  are  from  4  to 
4J  per  cent,  and  the  rates  to  customers  in  other  portions  of  the  district 
range  from  5  to  8  per  cent. 

AcnvxTiEs  OF  THE  Fedekal  Reserve  Bank  dueing  the  Year. 

DISCOUNT   OPERATIONS. 

Total  rediscounts  accepted  by  this  bank  during  the  year  1916 
amounted  to  $8,842,666.57.  Of  this  amoimt  $5,379,940.45  consisted 
of  notes  or  single-name  paper;  $626,226.12  of  trade  acceptances  or 
two-name  paper;  $1,534,000  of  commodity  paper;  and  $1,302,500  of 
notes  of  member  banks  secured  by  eligible  commercial  paper  as  col- 
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lateral.  From  the  opening  of  the  bank  on  November  16,  1914,  to 
December  31,  1915,  the  total  rediscomits  accepted  by  the  bwik 
amounted  to  $8,231,082.92.  Thus  there  was  an  increase  in  the 
amomit  of  rediscounts  accepted  by  the  Federal  Reserve  Bank  during 
1916  over  the  first  13i  months  of  the  operation  of  the  bank  of 
$611,  583.65.  Of  the  total  amoimt  rediscoimted  for  member  banfa 
$502,608.09  represents  the  amount  of  paper  discoimted  for  18  banks 
in  Arkansas,  $719,457.99  the  amoimt  discoimted  for  32  banks  in  Illi- 
nois, $404,000.60  for  10  banks  in  Indiana,  $907,697.17  for  10  banks 
in  Kentucky,  $485,674.73  for  7  banks  in  Mississippi,  $2,234,594.09 
for  26  banks  in  Missouri,  and  $3,588,633.90  for  11  banks  in  Tennessee. 

During  1916  there  were  3,133  notes  rediscounted  for  member 
banks.  During  the  first  13J  months  of  the  bank's  operations  3,828 
notes  were  accepted,  showing  a  decrease  of  695  in  the  nimiber  of 
notes  handled. 

Attached  hereto  as  Exhibit  C  is  a  table  showing  the  volimie  of  re- 
discounts accepted  from  each  State  each  month,  the  total  amount 
accepted  from  each  State  during  the  year  1916,  and  the  number  of 
banks  in  each  State  rediscounting  each  month. 

BEDISOOUNT  BATES. 

No  changes  of  any  importance  were  made  in  the  discount  rates  of 
this  bank  during  the  year.  On  March  23,  1916,  a  rate  of  3  per  cent 
was  established  on  trade  acceptances  maturing  within  60  days.  On 
September  16  a  rate  of  3  per  cent  was  established  on  promissory  notes 
of  member  banks  secured  by  collateral  having  maturity  of  not  ex- 
ceeding 15  days,  and  the  same  rate  was  made  applicable  to  redis- 
counted paper  maturing  within  15  days.  On  November  20  the  rate 
on  agricultural  paper  maturing  from  91  days  to  six  months  was  low- 
ered from  5  to  4  J  per  cent.  On  December  29  the  rate  on  commercial 
paper  and  promissory  notes  of  member  banks  maturing  within  15 
days,  and  on  commodity  paper  maturing  within  90  days,  was  in- 
creased from  3  to  3  J  per  cent. 

The  following  schedule  shows  the  rates  in  eflFect  at  the  first  of  the 
year  and  the  changes  made  dmring  the  year: 


10  days. 

15  days. 

90  days. 

6  months. 

Com- 
modity 
paper. 

Trade  acceptances. 

Collat- 
eral 
nous. 

60  days. 

90  days. 

3 
3 
3 
3 
3 

Jan.  1. 1916 

3 
3 
3 
8 
H 

5 
5 
5 

3 
3 
3 
8 
3i 

3 
3 
3 

Mar.  ii,  1916 

Sept.  16, 1916 

3 
3 

3 

Nov.  ao,  1916 

3 

Dec.  29, 1916 

3J 
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Attached  hereto  as  Exhibit  D  is  a  table  showing  the  rediscount 
operations  of  this  bank  classified  by  maturities,  classes  of  paper, 
and  months  in  which  rediscoimted. 

Of  the  total  amount  of  paper  rediscoimted  by  this  bank,  10.06  per 
cent  was  of  10  days  or  less  maturity;  33.14  per  cent  of  11  to  30  days 
maturity;  22.71  per  cent  of  31  to  60  days  maturity;  29.10  per  cent  of 
61  to  90  days  maturity,  and  4.97  per  cent  of  91  days  to  6  months 
maturity. 

ACCEPTANCE   BUSINESS. 

This  bank  during  the  year  1916  purchased  a  total  of  $20,681,821.58 
bankers'  acceptances,  practically  all  of  them  through  the  Federal 
Reserve  Banks  of  New  York  and  Boston.  Only  $242,500  of  accept- 
ances were  purchased  in  this  district. 

Rates  on  these  acceptances,  net  to  the  bank,  have  ranged  from  IJ 
to  3{  per  cent.     The  average  rate  during  1916  was  2.34  per  c^nt. 

Domestic  bankers  acceptances  amounting  to  $1,532,365.64  were 
handled  during  1916.  Of  all  of  the  acceptances  purchased  during 
the  year  $8,253,041.87  were  bought  from  member  banks  and 
$12,428,779.71  were  purchased  from  nonmember  banks. 

UNITED   STATES   BOND   OPERATIONS. 

During  the  year  all  of  the  United  States  bonds  purchased  were 
bought  in  the  open  market.  Our  total  purchases  amoimted  to 
$2,419,000.  We  converted  $1,786,100  United  States  2  per  cent 
bonds  into  $895,100  of  3  per  cent  conversion  bonds,  without  the 
circulation  privities,  and  $891,000  of  one-year  Treasury  notes. 
The  bank  sold  during  1916  $295,100  of  the  3  per  cent  conversion 
bonds.  At  the  close  of  the  year  there  were  on  hand,  against  which 
circulating  notes  could  be  issued,  $1,080,000  United  States  3's  of 
1918  and  $522,900  United  States  2's,  consols  of  1930.  This  bank 
has  not  as  yet  issued  any  circulation  against  Government  bonds. 

MUNICIPAL   WARRANTS. 

We  purchased  during  1916  a  total  of  $3,582,000  par  value  municipal 
warrants  at  rates  ranging  from  2J  to  3f  per  cent.  The  average 
rate  on  these  warrants  was  2.72  per  cent. 

The  classification  of  these  warrants  by  character  of  issuing  bodies 
is  as  follows: 

Town  warrants $183,000 

City  warrants ^ 2,  999, 000 

County  warrants 10, 000 

State  warrants 390,000 
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CHANGES  IN  THE  BESEBYE  POSITION  OF  THE  BANK  DUMNG  THE  TEAB. 

In  January  the  bank  commenced  with  a  reserve  against  deposits 
(after  deducting  40  per  cent  reserve  against  Federal  Reserve  notes 
outstanding)  of  80.8  per  cent.  During  January  and  Februray  a 
considerable  number  of  national  bank  notes  were  paid  in  by  member 
banks  chiefly  in  settlement  of  clearing-house  balances  in  St.  Louis 
imtil  we  held  $3,000,000  of  them.  This  so  reduced  our  reserve 
that  on  February  18  the  reserve  against  deposits  was  43.8  per  c^nt. 
Steps  were  immediately  taken  to  prevent  member  banks  from  de- 
positing'national  bank  notes,  and  a  gradual  reduction  of  the  notes  on 
hand  and  conversion  into  reserve  money  raised  the  reserve  to  68.8 
per  cent  on  April  21. 

In  May  a  reduction  in  Government  deposits  by  a  transfer  of 
$3,000,000  in  gold  reduced  the  reserve  to  69.3  per  cent  and  during 
the  months  of  June  and  July  an  increased  investment  of  $2,000,000 
further  tended  to  decrease  the  reserve,  the  figures  on  July  28  being 
52.8  per  cent.  During  the  remainder  of  the  year  the  reserve  gradu- 
ally increased,  and  on  December  30  the  reserve  carried  was  60.8 
per  cent. 

The  Fedebal  Reserve  Bank  and  Member  Banes. 

CHANGES    in   MEMBERSHIP  DUB   TO  TRANSFERS   FROM   AND  TO  OTHER 

DISTRICTS. 

There  has  been  no  change  in  the  boundary  lines  of  this  district 
during  the  year,  and  therefore  no  change  in  membership  due  to  trans- 
fers from  and  to  other  districts. 

MOVEMENT   OF  MEMBERSHIP   WFTHIN  THE   DISTRICT. 

On  January  1,  1916,  the  Federal  Reserve  Bank  of  St.  Louis  had 
467  member  banks,  and  its  authorized  capital  stock  was  $5,565,000, 
of  which  $2,781,000  was  paid  in. 

During  the  year  nine  new  national  banks  became  members  of  this 
bank,  increasing  its  authorized  capital  stock  in  the  sum  of  $24,100. 
Four  of  these  new  national  banks  were  conversions  of  State  insti- 
tutions into  national  banks.  The  other  five  were  new  institutions. 
One  himdred  and  twenty-one  member  banks  applied  for  and  were 
allotted  464  additional  shares  of  stock  of  this  bank,  further  increas- 
mg  its  authorized  capital  in  the  sum  of  $46,400. 

During  1916  six  member  banks,  having  a  total  of  141  shares  of 
stock  of  this  bank,  surrendered  their  membership  through  liquida- 
tion. One,  having  150  shares,  surrendered  its  holdings  through 
receivership  proceedings,  and  three  surrendered  a  portion  of  their 
holdings,  aggregating  69  shares,  on  accoimt  of  reductions  in  their 
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capital  or  surplus.  This  decreased  the  capital  stock  of  this  bank 
in  the  sum  of  $36,000.  The  six  member  banks  which  liquidated 
were  each  converted  into  a  State  institution. 

At  the  close  of  the  year  1916  this  bank  had  a  total  of  469  member 
banks,  and  its  authorized  capital  was  $5,599,500,  of  which  $2,799,750 
was  paid  in.  Over  1915  this  shows  a  net  increase  of  two  in  the  num- 
ber of  member  banks  and  a  net  increase  in  paid-in  capital  stock  of 
$18,750. 

RELATION  TO  NATIONAL  BANKS,  STATE  BANKS,  AND  TRUST  COMPANIES. 

During  the  first  year  of  this  bank's  existence  it  was  not  unusual 
to  hear  a  member  bank  state  that  it  had  no  paper  that  was  eligible 
for  rediscoimt  with  the  Federal  Reserve  Bank.  Sometimes  the 
statement  was  made  that  a  bank  could  not  do  business  with  the 
Federal  Reserve  Bank  because  there  was  too  much  *^red  tape.  ' 
Now  member  banks  have  ceased  making  such  statements.  This  is 
becaxise  we  have  been  able  to  show  practically  all  of  our  banks  that . 
the  majority  of  the  paper  they  have  in  their  portfolios  is  eligible 
for  rediscount,  and  when  they  have  rediscounted  with  us  they  have 
found  that  in  reality  there  is  no  ^'i^d  tape"  at  all,  but  that  their 
rediscoimts  are  handled  promptly  and  in  a  maimer  extremely  satis- 
factory to  them. 

This  bank  has  at  all  times  done  everything  in  its  power  to  be  of 
real  assistance  to  its  member  banks,  and  the  officers  have  considered 
it  a  privilege  to  explain  the  workings  of  the  Federal  Reserve  system 
and  to  have  an  opportunity  to  show  how,  through  the  Federal  Reserve 
Bank,  the  member  banks  can  obtain  a  real  benefit.  It  is  believed 
that  if  there  is  any  lack  of  understanding  between  the  Federal 
Reserve  Bank  and  any  of  its  member  banks  it  is  because  the  member 
bank  has  not  given  the  Federal  Reserve  Bank  the  opportunity  for 
conference. 

Circulars  have  been  issued  explaining  fully  the  operations  of  the 
bank,  but  at  times  it  has  been  very  discomraging  to  discover  that  the 
circulars  have  not  been  read.  There  have  been  instances  where  offi- 
cers of  member  banks  have  visited  us  and  asked  certain  questions, 
saying  that  it  would  be  a  great  help  if  they  could  do  certain  things. 
We  have  been  able  to  answer  their  questions  by  handing  them  a 
circular  issued  by  this  bank  showing  that,  in  some  instances  as  long 
as  for  two  months,  had  the  banker  read  the  circular  he  might  have 
been  receiving  a  benefit.  It  is  our  effort  never  to  issue  an  unneces- 
sary circular,  and  it  would  be  a  great  gratification  to  this  bank  and, 
we  believe,  a  help  to  the  member  bank  not  only  in  accommodation, 
but  frequently  in  profits,  if  our  circulars  were  not  laid  down  imtil 
read  and  thoroughly  imderstood.  If  there  is  any  question  about  it, 
the  officers  of  this  bank  will  take  great  pleasure  in  answering  inquiries. 
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ACCOMMODATION    OF   MEMBER   BANKS   THBOUGH   DISCOUNTS   AND  THE 
PURCHASE   OF   ACCEPTANCES. 

Below  is  given  a  table  showing  the  number  of  different  member 
banks  offering  rediscounts  from  each  State  each  month  during  1916, 
the  total  number  of  different  banks  offering  rediscounts  from  the 
whole  district  each  month,  the  number  and  percentage  of  different 
banks  offering  rediscoimts  from  each  State  during  the  year,  and  the 
number  and  percentage  of  different  banks  offering  rediscounts  in 
the  whole  district  during  the  year. 


i 


if 


II 

CQ 


hi 


n 


Arkansas., 
niinois.... 
Indiana... 
Kentucky . 
Mississippi . 
Missouri... 
Tennessee. 

Total 


67 
157 
61 
67 
17 
80 
30 


as.8 

90u4 
16.4 
14.9 
41.  S 
32.5 
SS.0 


22 


32 


40 


39 


37     37 


26 


19 


114 


469 


24.5 


In  an  earlier  part  of  this  report  the  amount  of  acconmiodation 
rendered  member  banks  through  rediscounts  has  been  given  in  detail 

The  member  banks  in  this  district  have  practically  made  no  accept- 
ances based  on  imports  or  exports,  and  only  toward  the  close  of  the 
year  have  they  begun  to  make  domestic  acceptances.  These  accept- 
ances, so  far,  have  amounted  to  $1,231,600  and  have  come  in  great 
part  from  Memphis. 

Money  has  been  exceptionally  easy  throughout  the  year.  The  obli- 
gations for  money  borrowed  by  membei*  banks  have  been  smaller  in 
amount  than  usual,  and  this  has  been  reflected  in  the  extent  of 
accommodaitons  requested  from  this  bank.  Last  year  129  differwit 
member  banks  rediscounted  with  us.  This  year,  while  the  total 
amount  of  rediscounts  shows  a  slight  increase,  the  number  of  banks 
accommodated  was  only  114,  showing  a  decrease  of  15. 

We  have  continued  the  policy  of  requiring  financial  statements 
either  made  by  the  borrowers  or  by  the  borrowing  bank  in  every 
instance  where  paper  has  been  accepted  by  us.  This  policy  is  result- 
ing in  the  defining  of  credit  terms  and  the  standardizing  of  credit  in 
this  district.- 

The  following  table  shows  the  total  borrowings  of  member  banks 
in  this  district  on  the  dates  of  the  different  calls  of  the  Comptroller 
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of  the  Currency  during  1916,  the  amount  rediscounted  with  the  Fed- 
eral Reserve  Bank  of  St.  Louis,  and  the  percentage  of  such  redis- 
counts of  their  total  borrowings: 


Date  of  call. 


Mar.  7, 1916.... 
Maj  1.1916.... 
June  3D,  1916... 
Sept.  1!^  1916... 
Not.  17, 1916,. 


Total  bor- 
rowings. 


Redis- 

oounted 

with  Fed- 

eral  Reserve 

Bank. 


$2,206,000 
1,932,000 
1,800,000 
3,719,000 
3,642,000 


1675,000 

534,000 

584,000 

1,076,000 

1,954,000 


Percent" 
age. 


3a6 
27.6 
32.8 
2&0 
53.6 


PETITXON   OF   LOUISVILLE   FOR  A   BRANCH   BANK. 

On  July  5,  1916,  the  board  of  directors  of  the  Federal  Reserve 
Bank  of  St.  Louis  received  a  petition  from  member  banks  located  in 
Louisville  asking  for  the  establishment  of  a  branch  of  this  bank  in 
that  city  and  requesting  a  hearing.  This  hearing  was  set  for  Septem- 
ber 20,  and  on  that  day  a  committee  of  10  gentlemen,  of  which  Mr. 
Embry  L.  Swearingen,  president  of  the  First  National  Bank  of 
Louisville,  was  chairman,  came  before  the  board  of  this  bank.  On 
their  behalf,  Messrs.  John  W.  Barr,  jr.,  F.  M.  Gettys,  and  Percy  H. 
Johnston  presented  the  arguments  for  a  branch.  Later,  on  Decem- 
ber 21,  another  hearing  was  held  in  regard  to  this  matter  before  the 
Federal  Reserve  Board  at  Washington.  At  this  writing  the  petition 
is  still  under  consideration. 

MEMPHIS   AGENCY. 

At  the  request  of  member  banks  in  Memphis,  and  in  order  to  assist 
them  every  way  in  our  power  during  the  cotton  season,  on  September 
25  this  bank  sent  Mr.  T.  C.  Tupper,  manager  of  the  credit  depart- 
ment, to  open  an  agency  in  that  city.  He  rented  an  office  and  the 
necessary  safe  deposit  space. 

Notes,  trade  acceptances,  and  bank  acceptances,  secured  by  ware- 
house receipts  issued  by  the  Memphis  Terminal  Corporation,  were 
rediscounted  for  member  banks  and  the  collateral  held  in  the 
custody  of  our  agent.  In  this  way  substitutions  of  one  receipt  for 
another  were  permitted  without  delay  and  inconvenience.  The 
bank's  representative  had  complete  charge  of  the  collateral,  but 
cotdd  only  have  access  to  the  safe  deposit  boxes  containing  it,  in  the 
presence  of  a  representative  of  a  bonding  company.  On  October  1 1, 
Mr.  W.  H.  Glasgow,  assistant  to  the  Federal  Reserve  Agent,  reheved 
Mr.  Tupper,  and  will  remain  in  charge  of  the  office  imtil  it  is  closed. 

Member  banks  in  Memphis  used  the  facihties  oflFered  freely,  and 
up  to  December  30,  1916,  this  bank  had  accepted  paper  secured  by 
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warehouse  receipts  for  cotton  in  the  custody  of  the  Memphis  agency 
to  the  amount  of  $1,640,500.   . 

It  is  proposed  to  maintain  the  Memphis  office  to  the  dose  of  the 
cotton  season,  and  imless  something  occurs  the  season  will  end  earlier 
than  usual.  It  now  seems  that  the  office  may  be  closed  by  February 
1,  1917.  It  is  felt  that  the  maintenance  of  this  office  has  been  of 
material  assistance  to  Memphis  member  banks,  supplying  them  with 
the  necessary  fimds  to  move  the  crop  in  the  territory  tributary  to 
that  city. 

MEMBER  banes'  DEPOSrTS  IN  EXCESS  OF  BESEBYE  BBQUIBEMENT8  AND 

OYEBDBAFTS. 

The  following  figures,  taken  from  the  copies  of  reports  of  condition 
received  from  member  banks,  rendered  under  calls  of  the  comp- 
troller, and  from  the  books  of  this  bank,  give  a  comparison  of  the 
member  banks'  deposits  with  us  with  their  reserve  requirements: 


roquired. 


shown  by 
Federal  Re- 
senreBank 


Mar.  7, 1916.  . 
May  1,1916.. 
1016  90,1916. 
Sept.  12,1916 


$13,520,000 
14,909,000 
16,391,000 
17,512,000 


$15,405,000 
14,892,000 
18,270,000 
18,936,000 


$1,885,(100 

1,871,001 
1,434,000 


On  March  7  a  comparison  of  our  member  banks'  reserve  balances 
on  our  books  with  their  minimum  reserve  requirements  as  calculated 
from  copies  of  their  reports  of  condition  indicated  that  243  members 
were  deficient  in  their  reserves,  and  that  227  members  were  main- 
taining balances  equal  to  or  in  excess  of  their  reserve  requirements. 
The  total  amoxmt  of  deficiencies  was  $800,000,  and  the  total  excesses 
$2,685,000.  Most  of  the  deficiencies  were  from  small  banks,  and  the 
majority  of  the  excesses  were  from  banks  in  reserve  cities,  particu- 
larly St.  Louis. 

On  May  1  the  total  number  of  member  banks  deficient  in  their 
reserves  was  281,  and  the  total  number  maintaining  balances  equal 
to  or  in  excess  of  their  reserve  requirement  was  189.  The  total 
amoxmt  of  deficiencies  was  $943,000  and  the  total  amoxmt  of  excesses 
was  $1,066,000. 

No  figxires  in  this  connection  are  available  for  Jxme  30  and  Septem- 
ber 12. 

From  November  1  to  12,  inclxisive,  121  member  banks  showed 
deficient  reserves  and  were  penalized  on  the  deficiency,  the  total 
amoxmt  of  penalties  being  $1,259.86. 

The  following  is  a  record  of  overdrafts  of  member  banks: 
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Number. 

Amount. 

Number. 

Amount. 

Mar.  7, 1916 

21 
15 

838. 67a  00 
£6,953.00 

June  30, 1916 

0 
0 

0 

May  1, 1916 

Sept.  12,1916 

0 

While  a  great  many  overdrafts  existed  prior  to  June  30,  there  is 
now  only  an  occasional  overdraft. 

PENALTIES   FOR  RESERVE  DEFICIENCIES. 

On  October  26  the  bank  sent  out  a  circular  advising  that  it  would 
assess  penalties,  beginning  November  1,  1916,  for  impairment  of 
reserves.  Banks  were  advised  that  this  penalty  would  be  a  sum 
equivalent  to  an  interest  charge  on  the  amoimt  of  the  deficiency  of  2 
per  cent  per  annum  above  the  90-day  discoimt  rate  of  this  bank  for 
commercial  paper.  Since  that  date  to  the  close  of  1916  the  bank 
assessed  penalties  amoimting  to  a  total  of  $2,036.01  for  impairment 
of  reserves. 

PERIODIC  REPORTS  REGARDING  CONDITION  OF  MEMBER  BANKS;  EXAM- 
INATIONS  OF   MEMBER   BANKS. 

Copies  of  reports  of  condition  made  to  the  Comptroller  of  the  Cur- 
rency are  sent  to  the  Federal  Reserve  Agent  and  are  analyzed  by  his 
department. 

It  has  been  necessary  for  this  bank  to  make  but  one  examination 
during  the  year.  This  was  an  examination  of  a  State  institution 
which  is  a  member,  and  was  made  because  the  State  banking  depart- 
ment could  make  but  one  examination.  In  order  to  comply  with  the 
provisions  of  the  Federal  Reserve  Act,  requiring  at  least  two  exami- 
nations of  each  member  bank  each  year,  the  Federal  Reserve  Board 
instructed  that  an  additional  examination  be  made. 

BANK  FAILURES    WrTHIN   THE   DISTRICT. 

There  has  been  but  one  failure  of  a  member  bank  in  district  No.  8 
during  the  year.  We  were  fully  informed  as  to  the  condition  of  the 
bank  for  several  months  prior  to  its  failure,  and  the  closing  of  its 
doors  gave  us  no  imeasiness. 

GRANTS   OF   FIDUCIARY   POWERS. 

Up  to  the  close  of  1916  the  appUcations  of  22  national  banks  in 
this  district  for  permission  to  act  as  trustee,  executor,  etc.,  under  sec- 
tion 11  Os)  oi  the  Federal  Reserve  Act,  had  been  granted  by  the  Fed- 
eral Reserve  Board.  Sixteen  of  these  permits  were  granted  in  1915 
and  six  in  1916.  More  appUcations  for  fiduciary  powers  have  cotme 
from  those  portions  of  our  district  located  in  Indiana  and  Kentucky 
than  from  any  of  the  other  States  in  this  district. 
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Attached  hereto  as  Exhihit  E  is  a  list  of  the  naticmsl  banks  in  tfam 
district  which  have  been  granted  fiduciary  powers  up  to  Deeember 
31,  1916. 

OVERDUE   PAPER. 

This  bank  has  no  overdue  paper  on  hand. 

BILL  OF  LADING  DRAFTS. 

On  January  29,  1916,  this  bank  issued  a  circular,  advising  that  it 
would  handle  bill  of  lading  drafts.  The  following  is  a  record  of  the 
drafts  we  have  handled,  both  as  to  number  and  amounts  and  the 
returns  thereon: 


Number 
of  drafts. 


Total 
amoantof 
items  han- 
dled. 


Totil 
intarast 
cfaaised. 


1916 

February 

March 

September 

October 

November 

December 


1 

4 

ao 

S17 


$1, 83a  00 

6,103.8S 

193,827. 19 

1,780,012128 

1,806,13&79 

384,7Q&81 


t2LO 

3.M 

147.  a 

1,27L9D 

l,IC2.n 

2S7.3S 


All  drafts  have  been  forwarded  to  a  bank  in  the  town  where 
payable  for  collection  and  remittance  to  the  Federal  Reserve  Bank 
of  the  district  in  which  the  collecting  bank  is  located.  We  have 
never  had  a  draft  returned  unpaid.  Our  most  extensive  operations 
in  this  connection  have  never  required  more  than  a  few  hours  time 
each  day  of  one  of  our  best  clerks.  The  bills  of  lading  attached  to 
thp  drafts  have  covered  shipments  of  flour,  rice,  wool,  hides,  cotton 
seed  and  cotton,  the  larger  part  of  them  being  represented  by  cotton. 

OPEN   IfARKET   OPERATIONS   OF  THE  FEDERAL  RESERVE   BANK. 

This  bank  has  purchased  United  States  bonds  in  the  open  market, 
municipal  warrants,  and  a  large  number  of  bankers'  acceptances. 
As  stated  previously  in  this  report,  practically  all  of  these  acceptances 
have  been  purchased  through  the  Federal  Beserve  Banks  of  New 
York  and  Boston,  and  it  was  not  until  the  latter  part  of  this  year  that 
we  purchased  any  acceptances  from  banks  within  the  district 
Detailed  information  in  regard  to  these  acceptances  is  given  in  an 
earlier  part  of  this  report. 

EFFECT  OF  THE  DISCOUNT  RATE  POLICY  OF  THE  BANK  UPON   GENERAL 

MARKET  RATES. 

Money  has  been  plentiful  in  practically  all  of  the  banks  throughout 
the  year,  and  it  has  been  somewhat  a  problem  with  them  to  keep  it 
invested.    Bates  have  been  low,  but  due  to  the  abundance  of  funds. 
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it  can  not  be  said  that  the  discount  rates  of  the  Federal  Reserve  Bank 
have  had  any  especial  efiFect  upon  the  general  market  rates,  except  to 
stabilize  them. 

ATTITUDB  OF  THE  PUBLIC  TOWABD  THE  FEDEBAL  RESERVE  SYSTEM. 

While  the  Federal  Reserve  system  has  not  been  solely  responsible 
for  the  great  and  continued  prosperity  during  the  past  year,  at  the 
same  time  there  seems  no  question  but  that  business  would  not  have 
been  conducted  so  freely  and  with  such  confidence,  had  not  the  Fed- 
eral Reserve  system  been  in  existence  to  make  the  general  public 
feel  that  conditions  were  sound  and  there  existed  an  adequate 
financial  machinery  to  control  credit  and  faciUtate  exchange.  Quite 
frequently  during  the  year,  large  wholesalers  have  made  the  state- 
ment that  they  did  not  believe  the  country  merchants  would  be 
buying  as  they  were  if  the  Federal  Reserve  system  were  not  in 
existence. 

As  yet,  however,  the  general  public  does  not  imderstand  the  Federal 
Reserve  system  as  it  should.  It  would  seem  that  the  newspapers 
throughout  the  district  could  not  carry  an  item  of  more  news  mterest 
than  the  rediscount  rates  of  the  Federal  Reserve  Bank  of  the  district. 
An  effort  has  been  made  to  get  these  rates  to  all  newspapers  in  this 
district  at  least  once  a  week,  but  they  do  not  seem  to  be  giving  the 
space  to  them  that  their  value  warrants,  especially  the  country 
papers  and  farm  papers. 

In  this  district,  manufacturers  and  distributors  have  made  little 
effort  to  introduce  the  trade  acceptance,  though  this  bank  has  a  rate 
on  such  paper  having  maturity  not  exceeding  90  days,  one-half 
per  cent  lower  than  its  30-day  discoimt  rate  on  notes,  and  the  use 
of  them  would  reheve  sellers  from  carrying  the  entire  credit  burden 
as  imposed  by  the  open  book  accoimt  method. 

The  general  pubhc  has  confidence  in  the  Federal  Reserve  system, 
and  is  beginning  to  realize  that  every  bank  which  is  a  member  has 
a  strength  and  solidity  that  no  bank  outside  the  system  presents. 

The  Federal  Reserve  Bank  and  the  Government, 
government  deposrts. 

The  Grovemment  deposits  in  this  bank  during  1916  averaged 
approximately  $3,000,000  per  day,  the  maximum  balance  being 
reached  on  July  15,  when  a  total  of  $5,935,837.01  was  shown.  Owing 
to  transfers  at  different  periods,  to  other  Federal  Reserve  Banks 
through  the  gold  settlement  fund  these  deposits  have  had  a  great 
influence  on  the  gold  reserve  position  of  tins  bank,  a  total  with- 
drawal during  May  of  $3,000,000,  reducing  the  reserve  about  10  per 
cent. 
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RELATION   TO  THE   UNTTBD   STATES   TREASURYi 

In  addition  to  the  transactions  incident  to  the  deposit  account 
kept  with  this  bank  by  the  Treasurer  of  the  United  States,  we  take 
care  of  transactions  with  the  Treasury  Department  for  member 
banks,  including  transfers  of  funds  and  deposits  for  the  6  per  cent 
funds  of  member  banks.  Contrary  to  the  opinion  expressed  by  several 
authorities,  the  deposits  for  the  redemption  of  national  bank  notes 
of  member  banks  have  not  worked  any  hardship  on  us.  In  fact, 
such  transactions  have  been  scarcely  noticeable  in  the  current  volume 
of  the  daily  business. 

RELATION   TO  THE   COMPTROLLER'S   OFFICE. 

The  Comptroller's  Office  and  this  bank  have  cooperated  with  each 
other  in  every  possible  way  throughout  the  year.  Copies  of  all  reports 
of  examinations  of  member  banks,  made  under  the  supervision  of 
the  chief  examiner  of  this  district,  have  been  promptly  filed  with  the 
Federal  Reserve  Agent.  The  chief  examiner  and  his  assistants  have 
given  us  all  the  help  in  their  power. 

The  Federal  Reserve  Bank  and  Note  Issues. 

general  policy  in  the  matter  of  note  issues. 

During  the  year,  this  bank  laid  down  as  a  general  policy  that, 
notwithstanding  the  cost  to  it  of  Federal  Reserve  notes,  it  would 
issue  them  freely  whenever  there  was  a  possibility  of  conserving  gold 
or  reserve  money  by  their  use.  It  is  felt  that  this  bank  should 
consider  itself  a  money  reservoir  for  this  district,  and  so  far  as  in  its 
power  it  should  render  a  service  to  member  banks  by  giving  them, 
without  question,  any  kinds  of  money  in  any  denominations  needed 
the  moment  the  need  is  expressed.  The  banks  seldom  need  gold, 
but  they  do  need  notes  of  different  denominations.  Where  the 
demand  has  been  for  fives,  tens,  or  twenties: — denominations  in  which 
Federal  Reserve  notes  are  printed — ^we  have  issued  them  freely. 
Except  for  one-dollar  and  two-dollar  bills  which  were  scarce  in  tUs 
district  during  the  crop  moving  season  we  were  able  to  supply  our 
member  banks  with  money  in  any  denomination  required. 

SUBSTITUTION  OF  FEDERAL  RESERVE  NOTES  FOR  GOLD  AS  CIRCULATINO 

MEDIUM. 

Our  general  poUcy  in  regard  to  note  issues,  as  above  outlined,  is 
resulting  more  and  more  in  Federal  Reserve  notes  becoming  the 
circulating  medium  and  gold  being  conserved  in  this  bank.  However, 
the  substitution  of  Federal  Reserve  notes  for  gold  has  not  progressed 
as  rapidly  or  gone  as  far  in  this  district  as  we  would  Uke.     It  is  still 
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not  uncommon  to  find  gold  certificates  paid  out  over  the  counter 
for  pocket  money  by  both  member  and  nonmember  banks  when 
Federal  Reserve  notes  would  serve  just  as  well.  While  member 
banks  are  believed  to  be  making  an  effort  to  deposit  their  gold  in 
this  bank,  nonmember  banks  seem  to  have  quite  a  number  of  gold 
certificates  which  they  are  paying  out  freely. 

CX>VER   OF   NOTES   ISSUED. 

At  the  close  of  the  year  1916  the  total  amount  of  Federal  Reserve 
notes  of  this  bank  outstanding  was  $16,889,730.  Of  this  amount, 
$12,542,730  were  covered  by  gold  deposited  with  the  Federal  Reserve 
Agent  and  $4,347,000  by  rediscounts  hypothecated  with  him.  In 
other  words,  the  bank  has  eliminated  its  habihty  on  all  its  outstanding 
Federal  Reserve  notes  by  depositing  gold  with  the  Federal  Reserve 
Agent,  except  to  the  extent  of  $4,347,000,  which  is  its  present  net 
note  liability.  Against  this  net  habihty  of  $4,347,000  the  bank  has 
set  aside  a  40  per  cent  gold  reserve. 

DENOMINATIONS   OF   NOTES   ISSUED. 

Attached  hereto  as  Exhibit  F  is  a  table  showing  amounts  of  each 
denomination  of  Federal  Reserve  notes  issued  to  the  Federal  Reserve 
Bank  of  St.  Louis,  and  dates  of  issue,  for  the  period  1914-15  and  the 
year  1916. 

An  examination  of  this  table  indicates  that  the  demand  has  been 
mostly  for  fives,  tens,  and  twenties,  there  being  practically  no  demand 
for  notes  of  the  $50  and  $100  denominations.   • 

In  both  1915  and  in  1916  the  demand  was  heaviest  in  the  months 
of  September,  October,  and  November,  due  to  the  moving  of  crops. 

AVERAGE   LIFE   OF   NOTES   ISSUED. 

It  is  rather  difficult  to  ascertain  with  exactness  the  average  life 
of  the  Federal  Reserve  notes  issued  by  this  bank.  The  life  of  a 
note  depends  upon  the  use  to  which  it  is  put,  and  this  constantly 
varies.  On  the  theory  that  the  notes  of  smaller  denominations 
change  hands  more  frequently  and  are  therefore  subject  to  greater 
wear,  they  should  not  last  as  long  as  notes  of  larger  denominations 
which  change  hands  less  frequently.  This  is  borne  out  by  the  fact 
that  of  the  $2,610,270  notes  of  this  bank  which  have  been  sent  to 
the  Comptroller  of  the  Currency  for  destruction,  $1,632,205  were  of 
the  $5  denomination,  $751,015  of  the  $10  denomination,  $214,300  of 
the  $20  denomination,  and  $12,750  of  the  $50  denomination,  though 
the  total  amount  of  the  $5,  $10,  and  $20  denominations  outstanding 
were  each  substantially  the  same.  Thus,  in  this  district,  the  higher 
the  denomination  the  longer  the  life  of  the  note. 
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At  the  close  of  1915  there  were  outstanding  $4,197,000  in  $5  Fed- 
eral Reserve  notes,  $2,870,940  in  $10  notes,  $1,928,560  in  $20  notes, 
and  $200,000  in  $50  notes,  most  of  which  were  issued  in  September, 
October,  and  November,  1915.  As  above  stated,  at  the  end  of  1916 
only  $1,632,205  of  $5  notes,  $751,015  of  $10  notes,  $214,300  of  $20 
notes,  and  $12,750  of  $50  notes  had  been  redeemed  and  canceled. 

INTEBDISTBIOT  MOVEMENT  OF   NOTES. 

Attached  hereto  as  Exhibit  G  is  a  statement  showing  the  amounts 
of  Federal  Reserve  notes  of  this  bank  received  from  other  Federal 
Reserve  Banks  for  redemption  or  credit,  and  the  notes  of  oihear 
Federal  Reserve  Banks  returned  by  this  bank  to  them  for  redemptaon 
or  credit,  from  January  1,  1916,  to  December  30,  1916. 

During  the  year  1916  the  Federal  Reserve  Bank  of  St.  Louis 
received  from  other  Federal  Reserve  Banks  $1,378,790  of  its  Federal 
Reserve  notes,  and  returned  to  other  Federal  Reserve  Banks 
$3,282,705  of  their  Federal  Reserve  notes,  showing  that  we  returned 
$1,903,915  more  notes  of  other  banks  than  we  received  of  our  own. 
C3iicago  and  New  York-  sent  us  for  redemption  more  of  our  notes 
than  any  other  districts,  and  we  returned  for  redemption  more  notes 
to  the  Kansas  CSity  and  Dallas  Federal  Reserve  Banks  tlian  to  the 
Reserve  Banks  of  any  other,  districts. 

BEDEMFTION    AND  DESTRUCTION   OF  NOTES. 

On  January  25,  1916,  the  Federal  Reserve  Board,  at  the  request 
of  the  Secretary  of  the  Treasury  and  in  accordance  with  the  pro- 
visions of  section  16  of  the  Federal  Reserve  Act,  requested  the 
Federal  Reserve  Agent  at  St.  Louis  to  transmit  to  the  Treasurer  of 
the  United  States  in  Washington  an  amount  in  gold  equal  to  5  per 
cent  of  all  outstanding  Federal  Reserve  notes  of  the  Federal  Reserve 
Bank  of  St.  Louis  which  were  covered  by  a  deposit  with  him  of  gold 
or  lawful  money.  The  purpose  of  this  fund  was  to  enable  the  United 
States  Treasurer  to  redeem  the  notes  presented  to  him  by  holders 
other  than  the  bank  itself.  When  notes  are  sent  by  the  Federal 
Reserve  Bank  to  the  United  States  Treasurer  for  redemption,  the 
Agent,  imder  instructions  from  the  United  States  Treasurer,  makes 
settlement  direct  with  the  bank,  usually  by  requesting  the  Federal 
Reserve  Board  to  transfer  from  his  account  with  the  Board  to  the 
account  of  the  bank  in  the  Gold  Settlement  Fund  an  amount  in  gold 
equivalent  to  the  value  of  the  notes  received  by  the  Treasurer  for 
redemption. 

In  accordance  with  the  above  instructions,  on  January  31,  1916, 
the  Federal  Reserve  Agent  at  St.  Louis  deposited  with  the  Treasurer 
of  the  United  States,  in  Washington,  $440,000  in  gold,  being  approxi- 
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mately  5  per  oent  of  the  notes  of  this  bank  outstanding  at  that  time 
covered  by  a  deposit  with  him  of  gold  or  lawful  money,  and  addi- 
tional deposits  have  been  made  from  time  to  time,  as  notes  were 
redeemed,  in  order  to  keep  the  amount  up  to  the  required  5  per  cent. 
Up  to  the  close  of  1916  the  following  notes  of  the  Federal  Reserve 
Bank  of  St.  Louis,  unfit  for  use,  had  been  redeemed  and  destroyed: 

Fives $1,632,205 

Tens 751, 015 

Twentiee : 214, 300 

Piftiee 12,750 

Total 2 ,  610, 270 

Only  unfit  notes  are  redeemed  out  of  the  Agent's  redemption  fimd, 
and  when  this  is  done  they  are  turned  over  to  the  Comptroller  of 
the  Currency  for  destruction. 

The  Federal  Reserve  Bank  of  St.  Louis  has  also  maintained  a 
redemption  fund  with  the  United  States  Treasurer,  out  of  which 
the  Treasurer  redeems  all  fit  notes  presented  to  him  and  returns 
them  direct  to  the  bank  for  further  circulation. 

Of  the  $2,610,270  unfit  Federal  Reserve  notes  redeemed  by  the 
Treasurer  of  the  United  States,  $1,480,000  were  shipped  to  him  by 
the  Federal  Reserve  Bank  of  St.  Louis  and  $1,130,270  by  other 
parties. 

COST  OF   FEDERAL  RESEBVE   NOTES. 

Tbe  total  cost  of  Federal  Reserve  notes  issued  during  1916,  on  a 
basis  of  1  cent  per  note,  was  $10,400.  This  does  not  include  the  cost 
of  shipping  Federal  Reserve  notes  to  Washington  by  this  bank  or 
other  parties,  for  redemption,  and  the  return  of  fit  notes  to  the  bank. 
In  the  past  year  it  has  cost  us  approximately  $100  a  month  for  the 
return  of  our  Federal  Reserve  notes  to  the  United  States  Treasurer  for 
redemption,  figured  on  the  basis  of  $0.1952  per  $1,000  for  unfit  notes 
shipped  by  this  bank  and  $0.4188  per  $1,000  for  notes  returned  by 
other  parties. 

FEDERAL  RESERVE  BANK  NOTES. 

During  the  year,  this  bank  has  not  found  it  necessary  to  issue  any 
of  its  circulating  notes  secured  by  United  States  Government  bonds. 

FEDERAL   RESERVE    AGENTS    AND   NOTE    ISSUES. 

Attached  hereto  as  Exhibit  H  is  a  statement  showing  the  Federal 
Reserve  notes  received  by  the  Federal  Reserve  Agent  from  the 
Comptroller  of  the  Currency,  giving  the  dates  received,  amounts,  and 
denominations.  This  statement  covers  both  the  period  1914-1915 
and  the  year  1916. 

During. the  last  year,  six  shipments  of  Federal  Reserve  notes, 
aggr^ating  $12,940,000,  were  received  by  the  Federal  Reserve  Agent 


Digitized  by  VjOOQ IC 


356     ANNUAL  REPORT  OF  THE  FEDERAL  RESERVE  BOARD. 

from  the  Comptroller  of  the  Currency,  all  of  them  during  September, 
October,  and  November,  when  there  was  a  heavy  demand  for  notes 
in  this  district. 

There  is  also  attached  as  Exhibit  I  a  simmiarized  statement  of  the 
receipt  and  disposition  of  all  Federal  Reserve  notes  by  the  Federal 
Reserve  Agent,  from  the  opening  of  the  bank  to  the  end  of  1916,  as 
well  as  of  all  fimds  and  securities  imder  his  control. 

Internal  Manaoeicent  of  the  Bank. 

functions  and  work  of  direotobs,  bxecutivb  cx>mmrrtee,  offi- 
gial  and  olbbioal  staff,  member  of  advisory  council. 

At  the  election  of  directors  held  in  this  district  during  the  latter 
part  of  1915,  Mr.  Frank  O.  Watts,  president  of  the  Third  National 
Bank  of  St.  Liouis,  was  elected  by  the  banks  in  group  2  to  succeed 
himself  as  a  class  A  director,  and  1^.  David  C.  Bigg3,  vice  president  of 
the  International  Shoe  Company  of  St.  Louis,  was  elected  by  the 
banks  in  group  1  as  a  class  B  director,  to  succeed  Mr.  Murray 
Carleton,  each  to  serve  for  three  years  from  January  1,  1916. 

Our  board  of  directors  has  met  regularly  on  the  first  and  third 
Wednesdaj^  in  each  month.  In  all,  25  meetings  of  the  board  wa^ 
held  during  1916,  at  all  of  which  there  was  a  quorum  present,  with 
the  exception  of  3  meetings. 

Under  the  by-laws,  the  executive  committee  consists  of  five,  and 
during  the  year  1916  was  composed  of  the  governor,  chairman  of  the 
board,  and  Messrs.  Walker  Hill,  Frank  O.  Watts,  and  David  C.  Biggs. 
This  committee  meets  twice  a  week.  During  the  early  part  of  tiie 
year  it  met  on  Mondays  and  Thursdays  at  10.30  a.  m.  In  September 
it  began  meeting  on  Mondays  at  2  p.  m.  and  on  Fridays  at  10.30  a.  m., 
and  continued  this  arrangement  throughout  the  year. 

Before  the  offerings  are  presented  to  the  executive  committee  they 
are  submitted  by  the  credit  department  at  a  meeting  of  all  of  the 
officers  of  the  bank,  who  pass  upon  them  before  they  are  reported  to 
the  executive  committee. 

Mr.  Frank  O.  Watts  has  represented  this  bank  the  past  year  as  a 
member  of  the  Federal  Advisory  Council. 

CHANGES  IN  PERSONNEL,  AND  IN  THE  ORGANIZATION  OF  THE  DEPART- 
MENTS, INCLUDING  THE   FEDERAL   RESERVE   AGENT's   OFFICE. 

During  the  year  there  was  no  resignation  from  our  board  of  di- 
rectors, nor  was  there  any  change  in  the  official  force.  Due  to  in- 
creased business,  the  bank  found  it  necessary  to  add  15  men  to  the 
clerical  force,  and  it  now  has  a  total  of  53  on  its  pay  roll.  The  bank 
beUeves  that  it  has  a  highly  efficient  force  and  is  able,  without  con- 
fusion, to  take  care  of  any  situation  that  may  arise  in  this  district. 
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There  has  been  no  change  in  the  personnel  of  the  Federal  Reserve 
Agent's  Department.  The  Deputy  Federal  Reserve  Agent,  Mr.  T.  C.^ 
Tapper,  was  also  in  charge  of  the  credit  department  of  the  bank, 
which  included  also  Mr.  W.  H.  Glasgow,  assistant  to  the  Federal 
Reserve  Agent. 

The  Federal  Reserve  Agent  has  compiled  each  month  statistics  in 
r^ard  to  business  conditions  in  this  district.  The  chief  sources  of 
these  statistics  are  letters  of  inquiry  sent  to  business  houses  through- 
out the  district  and  letters  to  farmers  located  in  different  portions 
of  the  district.  Every  effort  is  made  to  have  these  statistics  as  reUa- 
ble  as  possible,  and  it  is  hoped  tliat  these  reports,  published  in  the 
Bulletin  of  the  Federal  Reserve  Board,  give  a  dependable  and  accurate 
index  of  conditions  during  each  month. 

OFFICE   AND  VAULT   FACILITIES;   BANK  PREMISES. 

During  the  last  week  in  December,  1915,  the  Federal  Reserve 
Bank  moved  into  its  permanent  rented  quarters  in  the  Federal 
Reserve  Bank  Building,  located  on  the  northeast  comer  of  Broad- 
way and  Pine  Street. 

All  of  our  departments  are  located  on  the  second  floor  of  this 
building  in  such  a  way  that,  on  entering  the  door,  one  can  see  aU  of 
the  officers  and  employees. 

It  is  a  light,  commodious  banking  room,  accessible  to  the  street 
without  the  use  of  elevators,  and  we  desire  that  everyone  interested 
in  the  bank  will  visit  these  quarters  whenever  they  find  it  possible. 
An  effort  is  made  to  have  all  member  banks  feel  that  they  not  only 
have  a  bank,  but  also  a  home  in  our  office. 

Our  vaults  are  located  in  the  basement  of  our  building,  are  among 
the  best  in  the  United  States,  and  are  ample  for  our  needs. 

EXAMINATIONS    BY    FEDERAL   RESERVE    EXAMINER. 

During  the  year  the  Federal  Reserve  Board  has  made  two  exami- 
nations of  this  bank,  one  as  at  the  close  of  business  May  2  and  the 
other  as  at  the  close  of  business  November  27.  It  also  examined 
the  Federal  Reserve  Agent's  department  on  these  dates  and  also  on 
March  11.  These  examinations,  were  not  hurried  or  superficial  in 
regard  to  anything.  They  were  thorough  and,  for  that  reason,  ex- 
tremely satisfactory  to  the  officers  and  directors  of  this  bank. 

The  Clearing  Problem, 
clearing  to  july  15,  1916. 

Prior  to  July  15  our  clearing  operations  were  confined  to  the 
handling  of  checks  on  approximately  370  of  our  member  banks. 
These  banks  had  voluntarily  agreed  to  our  chaining  to  their  accoimt, 
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on  the  day  received  by  us,  all  checks  drawn  on  them.  This  plan 
,  went  mto  effect  in  May,  1915,  and  was  operated  until  the  early  part 
of  July,  1916.  The  number  of  the  member  banks  availing  them- 
selves of  our  clearing  privil^es  remained  about  the  same  throu^out 
the  entire  period. 

CLEARING   AFTER  JULY   15,  1916. 

Since  July  15,  1916,  at  which  time  the  clearing  plan  proposed  by 
the  Federal  Reserve  Board  went  into  effect,  we  have  been  clearing 
items  on  all  of  our  member  banks  and  on  such  nonmember  banks  a^ 
we  could  collect  at  par  either  through  member  banks,  direct,  or 
through  nonmember  banks.  We  are  now  clearing  items  on  all 
member  banks  and  877  nonmember  banks  in  this  district.  The 
number  of  nonmember  banks  availing  themselves  of  our  clearing 
privileges  is  constantly  increasing. 

Attached  hereto  as  Exhibit  J  is  a  table  showing  the  oi>eration8  of 
our  present  clearing  system. 

SERVICE  RENDERED  TO  THE   BANKS  BT  THE  GOLD  SETTLEMENT  FUND. 

Through  the  medium  of  the  gold  settlement  fund  we  have  been 
able  to  extend  to  our  member  banks  facilities  whereby  they  can  con- 
vert funds  in  other  Federal  Reserve  cities  into  available  exchange 
with  us  as  quickly  or  quicker  than  they  could  formerly.  The  opera- 
tion of  the  gold  settlement  fimd  has  also  stabilized  exchange  on  other 
Federal  Reserve  cities  and  done  away  with  the  fictitious  exchange 
market  that  previously  existed  and  which  fluctuated  to  such  an 
extent  as  to  make  it  very  difficult  for  banks  to  be  able  at  times  to 
dispose  of  or  obtain  the  necessary  exchange. 

CLEARINQ-HOUSE   CHARGES. 

Since  the  establishment  of  the  Federal  Reserve  Bank,  the  St. 
Louis  Clearing  House  has  changed  its  rules  so  that  the  general  public 
is  receiving  some  benefit  from  the  reduction  in  exchange  charges 
brought  about  by  the  Federal  Reserve  system.  In  some  instances, 
where  heretofore  depositors  have  been  charged  as  high  as  $2  per 
$1,000,  they  are  now  charged  only  25  cents  per  $1,000.  In  St. 
Louis  it  is  the  practice  to  charge  customers  a  different  rate  for  checks 
cleared  through  the  Federal  Reserve  Bank  and  checks  on  nonmember 
banks  which  decline  to  remit  at  par. 

The  Louisville  Clearing  House  has  also  amended  its  rules,  but  not 
to  the  same  extent  as  the  St.  Louis  Clearing  House. 

Memphis  has  made  no  change  in  its  clearing-house  rules.  They 
are  exactly  the  same  as  they  were  prior  to  the  inauguration  of  the 
Federal  Reserve  collection  .system,  except  that  the  national  banks 
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have  obtaiiied  permission  from  the  clearing  house  to  remit  at  par 
for  checks  on  themselves  received  from  their  Federal  Reserve  Bank. 

There  has  been  no  change  in  the  rules  of  the  litUe  Rock  Clearing 
House  since  the  establishment  of  the  Federal  Reserve  Bank.  It 
does  not  require  its  member  banks  to  chaise  exchange  on  out-of- 
town  items  received  from  local  customers.  It,  however,  does  require 
that  banks  charge  for  remitting  on  checks  drawn  on  themselves, 
except,  like  Memphis,  the  national  banks  have  obtained  permission 
from  the  clearing  house  to  remit  at  par  for  checks  on  themselves 
received  from  their  Federal  Reserve  Bank. 

The  Texarkana  Clearing  House  has  done  away  with  all  rules  rela- 
tive to  exchange  charges,  leaving  it  discretionary  with  each  bank. 

It  is  hoped  that  during  the  coming  year  clearing  houses  throughout 
the  district  will  more  generally  amend  their  rules,  so  that  the  general 
pubUc  will  get  the  benefit  of  a  greater  reduction  in  exchange  charges. 

VISITS  BY   BfEMBEBS  OF  THE   FEDBRAL  RESERVE   BOARD. 

We  have  had  the  privilege  of  visits  from  a  number  of  the  members 
of  the  Federal  Reserve  Board  throughout  the  year.  On  March  15, 
Gov.  W.  P.  G.  Harding  and  Mr.  F.  A.  Delano  made  a  24-hour 
visit.  On  May  24,  Mr.  A.  C.  Miller,  having  come  to  St.  Louis  to  ad- 
dress the  Missouri  Bankers'  Association,  met  with  us.  Mr.  Paid  M. 
Warburg,  on  his  way  to  address  the  annual  convention  of  the  Amer- 
ican Bankers'  Association,  visited  us  on  September  23,  and  on  Sep- 
tember 30  he  and  Oov.  Harding,  returning  from  that  convention, 
made  us  another  brief  visit.  Mr.  Delano  'was  with  us  again  on  Octo- 
ber 9. 

It  is  always  a  pleasure  and  greatly  appreciated  by  oiu*  officers  and 
directors  when  members  of  the  Federal  Reserve  Board  come  in  per- 
sonal contact  with  them  and  can  discusa local  conditions  on  the  ground. 

SUMMARY   OP   OONDmONS   IN   DISTRICT. 

The  year  1916  has  been  an  extremely  prosperous  one  for  District 
No.  8.  Activity  in  all  lines  of  business  has  increased  to  record  levels, 
except  the  building  industry,  which,  while  it  has  increased,  has  not 
kept  pace  with  other  lines. 

The  Federal  Reserve  Bank  of  St.  Louis  has  had  its  part  in  giving 
confidence  to  business  to  expand.  The  bank  itself,  which  closed  the 
year  1915  with  a  deficit  of  $97,169.29,  has  made  up  this  deficit  and 
in  addition  has  earned  sufficient  to  enable  it  to  pay  a  6  per  cent 
dividend  from  the  opening  of  the  bank  to  March  Sl^  1915,  and  leave 
a  surplus  of  $12,748.15  on  hand. 

Tl^  bank  has  made  considerable  progress  in  the  establishment  of 
its  clearing  system,  and  it  is  beUeved  that  at  least  80  per  cent  of  our 
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member  banks  find  it  satisfactory.  We  also  feel  sure  that  our  mem- 
ber banks  are  beginning  to  understand  how  easily  they  can  redis- 
count with  us  and  that  this  bank  is  making  every  effort  to  be  of  real 
assistance  to  them.  .The  general  public  xinquestionably  has  the 
greatest  confidence  in  the  Federal  Reserve  system. 

During  the  year  the  Federal  Reserve  Bank  of  St.  Louis  has  shown 
a  steady  and  satisfactory  development.  The  real  results  are  not 
shown  in  the  dividends  it  has  paid,  but  in  the  sound  basis  for  business 
it  has  created. 

Exhibit  A. — Comparative  statement  of  condition,  1915-16, 


Dec.  31,  ins. 


D6e.3i»iti«. 


BI80UBCB8. 

Bills  disooimted— members 

Bills  bought  In  open  market 

In  vestments— mimidpal  warrants 

United  States  bonds 

United  States  gold  notes 

Total  earning  assets 

Premium  on  United  States  bonds 

Interest  accrued  on  United  States  bonds 

Furniture  and  eqiilpment 

Cost  of  unlssned  Federal  Reaerye  notes 

Expenses  paid  in  advance. 

Expense— organisation 

Total 

Due  from  Federal  Reserve  Banks 

Deferred  debits— transit  account 

Due  from  member  banks— overdrafts 

Due  from  banks  and  bankers. 

Exchange  for  clearing  house 

Total  deductions  from  gross  depoafts 

Gold  oofai  and  gold  certificates 

Gold  settlement  fund 

Gold  redemptioa  fund,  United  States  Treasurer 

O  ther  lawful  money 

Total  reserve  cash 

National-bank  notes  and  Federal  Reserve  notes,  other  banks 

Federal  Reserve  notes  on  hand 

Nickels  and  cents 

Total  other  cash 

Total  resources 

LIABILITIBS. 

Capital 

Undivided  profits .- 

Unearned  disoount  and  interest 

Discount  on  United  States  bonds  bought 

Government  deposits 

Due  to  Federal  Reserve  Banks 

Due  to  member  banks 

Cashiers'  checks 

Gross  deposits 

Federal  Reserve  notes— bank  liability 

Reserved  for  sundry  expenses 

Total  UaWUties 

Reserve  carried  against  all  liabilities percent. 

With  Federal  Reserve  Agents  to  retire  outstoiding  Federal  Reserve  notes. 

• ■ 


$1,219,853.09 

661,23a  23 

841,552.60 

970,000.00 

None. 


$1,300,71L54 

7,0M,8UL35 

575^879.71 

2,2Q2,90aOO 

891,000100 


8,192,634.92 


12,OO7,3ia60 


None. 

4, 86a  00 
90,S4aiS 
22,363.46 

1,763.79 
97,iaa29 


17,3(BwlS 
19,16L17 
SB,66&75 
19,762.00 
819.30 
None. 


146,492.67 


85,765.37 


4,890,2ia45 

None. 

46,126.91 

None. 

9.75 


20,S80,339lM 

8,066, 47&  IS 

15,506l33 

71,057. 40 

15,22LS1 


4,936,347.11 


23,556,70L9B 


2,971,50a00 

6,073,00a00 

25,06a  00 

96,612.00 


11,088,0001 00 

3,38B,OQaOO 

254,850.00 

1,449,27X00 


9,166,162.00 


16,187,12X00 


651,8S5wOO 

817, 46a  00 

25.62 


806,43100 
431,44&00 

32L0S 


I,4e9,34a62 


1,238,901.08 


18,900,977.32: 


2,781,00a00 

None. 

8,909.70 

17,665w64 

671,363.51 

2,009,873.74 

13,076,849150 

2S3,66&56 


53,075,1010 


2,799,750100 
12,94L# 
26,79L» 

2,614,  S0&» 
12, 332,3881  IS 


43QLfll 


'•1^ 


16,101,755.31 

None. 
746.67 


45,887,01&U 

4,347,00a00 
l,00il4 


18,909,977.38 


53,075,102.00 


82.1 
8,960,00a00 


O0.S 
12.  MS,  730  01 
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Exhibit  B, — Comparative  profit  and  loss  statement^  Nov.  16, 1914,  to  Dec.  SI,  1916, 


Nov.  16, 1914, 

to 
Deo.  31, 1915. 


Jan.  1  to 
1)60.31,1916. 


Eaminn  from: 

Bills  discoonted-^nembers 

Bills  purchased— «tf;oeptaDces 

United  States  bonds 

If  ontoipal  warrants 

Exidiange 

Interest  on  bill-oMadlng  drafts , 

Appreciation  on  United  States  bonds. . 

Depleted  reserve  penalties 

Profit  on  United  States  securities  sold. . 
Sundry  profits 

Total 

Expenses: 


$54,296.48 

6,387.06 

7,488.21 

16,324.65 

3,071.29 

None. 

None. 

None. 

None. 

33.55 


$46,041.34 
81,606.79 
70,362.41 
81,618.94 

ao,ooaoo 

2,782.73 
17,873.14 
2,036.01 
3,  no.  60 
68.67 


87,603.24 


286,158.53 


Current  expenses 

Orranisatlon  expenses  prior  to  Nov.  16, 1914.., 

Federal  Beserve  Board  assessments 

Cost  of  Federal  Reserve  currency  issued , 

Commissions  paid , 

l^ansit  department  disbursements  (net) 

Total 


150,001.73 

5,854.30 

15,425.65 

12, 12a  00 

77a  85 

None. 


124,571.63 


9,749.62 

10,720.00 

None. 

99.73 


184,772.53 


145,140.96 


1914-15  loss  on  operation  trivislBrred  to  organiiatlon  expense.. 

1916  prcflt  on  operation. 

1914-15  organisation  expense  amortisation 

1916  surplus  available  for  dividends ! 

Dividend  paid  Dec.  30, 1916 

Undivided  profits,  Dec.  31, 1916 


97,169.29 


141,017.55 
97,169.29 


48,848.26 

3i,ioau 


12, 748.  IS 


Exhibit  G. — Table  showing  volume  of  rediscounts  accepted  hy  the  Federal  Reserve  Banh 
of  St.  Louis  from  each  State  each  months  the  total  amount  accepted  from,  each  State  during 
&e  year  1916 ,  and  the  number  of  different  banks  in  each  State  reducounting  each  month. 


Arkansas. 


Banks.    Amount. 


nUnols. 


Banks.    Ajnount. 


Indiana. 


Banks.    Ajnount. 


Kentucky. 


Banks.    Ajnount. 


January.... 
February.. 
Harah..:... 

pS^:::::: 

Jane 

Jniy 

August 

September. 
October.... 
November. 
December.. 


$26,286^41 
18,817.85 
28,806.40 
87,83«w43 
29»a73.10 
76,897.97 
82,689.28 
67,994.89 

168,384.06 
5,82a  20 


14,852.00 


$86,41&23 
83,699.94 
57, 87a  34 
26,767.60 
89,602.89 
45,618.79 
91,315.85 
69,023.50 
56,275.94 
88,886.88 
79,957.70 
43,621.88 


$96,50a00 

26,928.85 

5,992l00 

16,840.00 

6,409.00 

5,062.50 

37,628.00 

5,067.00 

84a  00 

134,179.21 

69,574.04 


Total. 


502,608.09 


719,457.99 


4O4,00a60 


$13,30a00 
88,660.19 
17, 02a  00 
40,218.02 
27, 03a  00 
1,000.00 
35,408.57 
23,368.64 

231,120.75 
9,804.50 

440,007.60 
30,750.00 


907,697.17 


Mississippi. 


Missouri. 


Tennessee. 


Banks.    Amount. 


January..... 
February... 
March...... 

r::::::: 

June. 

July 

August 

September.. 
October.... 
November. . 
December.. 

Total. 


Banks.      Amount. 


$19,782.33 


56,468.88 
11,489.88 
82,817.47 
80,558.40 
27,939.56 
26,60a68 
157,508.57 
81,176^32 
29,192l69 
12, 15a  00 

485,674.78 


Banks.      Amount. 


$157,609.29 
75,686.58 
59,00a98 
84,868.77 
428,933.06 
100,066.47 
171,526.93 
810,686.93 
192,865. 98 
46,242.00 
42,239.80 
564,968.86 

2,234,594.09 


$188,847.46 

K835.39 

13,981.94 

22,577.21 

7,402.43 

64,026.31 

151,774.72 

278,274.64 

916,683.41 

i,ooi,5oaoo 

851,837.28 
587,803.11 

3,588,633.90 


Total. 


$583,743.72 

201,528.80 

234,135.49 

240,507.91 

621,467.95 

323,219.44 

548,232.41 

781,905.78 

1,728,682.65 

1,317,106.0$ 

1,012,809.01 

1,254,235.35 

8,842,666.57 
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Exhibit  D. — Table  showing  the  rediseowU  operation$  of  the  Federal  Bemve  fiont  </ 
St.  L<mi8t  cUueified  by  maturitieSt  daesee  of  paper,  and  months  in  whid^  rediscounted. 


10  days 
and  less. 

11  to  30  days. 

81  to  00  days. 

01  to  90  days. 

01  days  to 
0  months. 

TotaL 

Not«: 

Janu&ry 

$40,ooaoo 

800,078.74 

14,765.39 

7,797.00 

33,006.89 

238,704.00 
48,801.02 
67,023.08 

387,762.26 

286,416.04 
63,077.72 

140,000.00 
77,329.72 

$102,026.44 
82306.40 
67,85a  21 
48, 74a  86 
90,40a41 
66,062.70 

106,70a4l 
00,640.80 

324,416.78 
61,707.08 

132,634.60 

107,283.00 

8213,230.82 

77,082.85 

03,007.87 

73, 92a  78 

121,005.60 

8&70a83 

217,666.07 

180,156.40 

410,600.63 

166,liai3 

53,171.80 

71,004.70 

P            1 

3  7 

4  3 
4              6 
4              0 

1  1 
4              0 

2  3 
i             7 

0 
0 

8651,10101 

Fobniary 

198^067.0 

March 

»^980.i7 

AdtiI       

190,9at.U 

mK  ;           .. 

03,803.00 

503,907.81 

JUI16        

2M,071Ji 

July 

107,310.01 
37,806.61 
11,403.21 

421.44 
50,812.00 

65a  68 

630,90t« 

August 

726,14141 

September 

October 

1,087,9ILS 
289, 1&  a 

November 

December 

308,441« 
841,5(1X44 

Total 

348,202.96 

1,444,362.10 

1,373.221.36 

1,774,461.33 

430,70X72 

6,379,94&4S 

Trade  acceptance: 
January.. 

2, 02a  08 

13, 83a  05 
1  761.23 
10,774.76 
41,703.01 
24,638.08 
16,146.10 
12,140.16 
43,463.00 
10,80a20 

1,508.76 
1,72a  50 

10,241.01 
1,868.12 
2,741.07 

28,060.14 

1,845.30 

6,843.07 

100,682.56 

6,618.78 

32,481.03 
631. 12 

14,632.33 

8X577.71 

February 

8.471.73 

ICarch               

0,130.00 

83  154.  a 

Aoril 

43,631.73 
27,&SXtl 

Apni....... ....... 

27a  91 

June 

331.04 

38,S4S.a 

July              

3,253.20 
3  508.38 
024.71 
1,406.42 
13,044.47 
7,406.01 

17.247.74 

August 

2,967.00 
77,108.86 
08,457.64 

65,703137 

September 

October 

189, 371.  a 

75.48174 

November         .   . . 

4, 84a  71 
61,166.88 

5O,30ia 

59,iaii 

December 

Total 

32,203.77 

236,264.62 

188,236.46 

100,622.38 

026,2a&.U 

Commodity  paper: 
September 

i3,ooaoo 

222,500.00 
06,000.00 
156,000.00 

123.00a00 

30i,ooaoo 
28,ooaoo 

iio,5oaoo 

449,ooaoo 

40,ooaoo 

3o,ooaoo 

246,506.01 

972,5oaeo 

October 

November 

129.0019 

December.. 

186,00100 

TotaL 

457,500.00 

447,00a00 

020,60a00 

1,534,001 0» 

Members'     collateral 
notes: 
September 

200,000.00 
425,000.00 
167,500.00 

300, 001  Ot 

November 

10,000.00 
600,000.00 

485, 0010* 

December 

067;50103 

Total 

610,000.00 

792,50a00 

1 

1  303,50103 

Grand  total.  ^... 

890,406.72 

2,930,626.02 

2,006,456.80 

2,678,473.71 

430,702172 

8,842,«1S7 

Exhibit  E. — National  banks  in  district  No.  8  vahick  have  been  granted  fiduciary  poiMfi, 
under  section  11  {h)  of  the  Federal  Reserve  Act,  up  to  December  SI,  1916. 

Trustee,  executor,  administrator,  and  registrar  of  stocks  and  bonds: 
First  National  Bank,  Anna,  III. 
Ayers  National  Bank,  Jacksonville,  III. 
First  National  Bank,  Pittsfield,  lU. 
City  National  Bank,  Evansville)  Ind. 
Old  State  National  Bank,  Evansville,  Ind. 
First  National  Bank,  Mt.  Vernon,  Ind. 
Citizens  National  Bank,  Tell  City,  Ind. 
First-Hardin  National  Bank,  Elizabeth  town,  Ky. 
Fanners  National  Bank,  Glas^w,  Ey. 
Henderson  National  Bank,  Henderson,  Ky. 
First  National  Bank,  Hopkinffvdlle,  Ky. 
Citizens  National  Bank,  I^ebanon,  Ky. 
Marion  National  Bank,  Lebanon,  Ey. 
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TruBtee,  executor,  administrator,  and  registrar  of  stocks  and  bonds— Continued. 

Boone  County  National  Bank,  Columbia,  Mo. 

Exchange  Nati<Hial  Bank,  Cdumbia,  Mo. 

Citizens  National  Bank,  Sedalia,  Mo. 

Merchants-Laclede  National  Bank,  St.  Louis,  Mo. 

Central-State  National  Bank,  Memphis,  Tenn. 
Trustee,  executor,  administrator,  and  registrar  of  bonds: 

Morganfield  National  Bank,  Morganfield,  Ky. 
Trustee,  executor,  and  administrator: 

Nokomis  National  Bank,  Nokomis,  111. 

Bedford  National  Bank,  Bedford,  Ind. 

First  National  Bank.  Versaillee,  Mo. 


ExHiBrr  F. — TabU  shotoing  the  datet.  denominations,  and  amounU  of  the  iisuet  of 
Federal  Reserve  notes  to  the  Federal  Reserve  Bank  of  St,  Louis  during  the  period 
191^15  and  the  year  1916. 


Dftto. 


1914-15. 


Dec.  1,1914, 
Dec.  14,1914. 
Auf.  18,1915. 
Aug.  25,1915. 
Sept.  10, 1915. 
Sept.  18, 1915. 
Sept.  21, 1915. 
Sept.  28, 1915. 
Oct.  5,1915. 
Oct.  29,1915. 
Nov.  12,1915. 
Not.  22,1916. 
Not.  29,1915. 
Dec  20,1915. 


FlTes. 


1260,000 
150,000 

97,000 
210,000 
200,000 

80,000 
320,000 
900,000 
300,000 
480,000 
525,000 

15,000 
200,000 
400,000 


Tens. 


$160,000 
50,000 


100,940 
160,000 
400,000 


520,000 
320,000 
360,000 


400,000 
400,000 


4,197,000 


2,870,940 


TwenUee. 


180,000 


88,560 
160,000 
80,000 


480,000 
240,000 
240,000 


400,000 
160,000 


1,928,560 


FIftieB. 


1200,000 


200,000 


Hundreds. 


None. 


ToUl. 


1600, 

200, 

97, 

.210, 

389, 

400, 

800, 

900, 

1,600, 

1,040, 


000 
000 


600 


000 
000 


000 
000 


9,196,600 


1916. 


May 

Sept. 
Sept. 
Sept. 
Sept. 
Oct. 
Oct. 
Oct. 
Oct. 
Oct. 
Not. 
Not. 
Not. 
Not. 
Dec 


4,1910. 
14,1916. 
19,1910. 
23,1916. 
30,1916. 

3,1916. 

0.1916. 
13,1910. 
10,1910. 
20,1916. 

1,1910. 

3,1910. 

6,1910. 
13,1916. 

5,1916. 


$110,000 
200,000 
404,360 
360,000 


440,000 


Total  to  Deo.  30, 1910... 
75284**— 17 ^24 


240,000 
21,600 
240,000 
200,000 
100,000 
240,000 
280,000 
60.000 


2,895,950 


7,002,960 


$40,000 
400,000 
362,000 
400,000 
240,000 
560,000 
360,000 
300,000 
480,000 
200,000 
400,000 


520,000 
400,000 
440,000 


5,152,000 


8,022,940 


$400,000 
243,600 
240,000 
320,000 


640,000 
400,000 


560,000 
400,000 


240,000 
320,000 


3,763,600 


5,692,160 


$60  1. 


$160,000 
1,000,000 
1,000,000 
1,000,000 

560,000 
1,000,000 
1,000,000 
1,000,000 

501.600 
1,000,000 
1,000,000 

100,000 
1,000,000 
1,000,000 

600,000 


60 


None.  I    11,811,600 


200,060 


None.  I    21,008,100 
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EzHiBTr  G.— Federal  Reierve  notee  received  and  returned. 

(Amoants  of  Federal  Resarve  notes  of  the  serenl  denomtntlooi  reoehred  from  other  Federal  Bwkti 
Benki  for  redemptkn  or  oredit  and  retnmed  to  other  Federal  Reeenre  Banks  for  redemptkn  or  ondit 
by  the  Federal  Reserve  Bank  of  St.  Louis  durtaic  1916.] 


Exdianged  with  Federal 

Fives. 

Tens. 

TwentieB. 

Reserve  Bank  of— 

Reoeived. 

Returned. 

Reoeived. 

Returned. 

Reoeived. 

Retoned. 

Boston 

89.390 

183,000 

10.175 

7,305 

2.515 

34,665 

306,000 

83.400 
68.790 
5.375 
13.135 
13.840 
100,330 
30,550 

810,870 
137.770 
10.740 
4.600 
3.850 
33,340 
161.000 

86,350 
95,330 

6.990 
19,710 
18,760 
151.530 

3,310 

87,340 

97.130 

7.960 

3.980 

3.660 

19.000 

71,500 

81.100 

New  York 

«,3t0 

Philadelphia 

3,810 

Clf^v^1Wi?1 

sslooo 

Richmond 

90.010 

Atlanta 

1QS.2II 

Chicago 

14.410 

8t.  Louis 

Mtnn^t^p^is 

11.820 
13.060 
43,530 
5.150 

57.360 
843.605 
804.385 

16.835 

8,430 
19.560 
44.550 

5.370 

49.390 

335.370 

889,800 

9.350 

5.340 
10.980 
38,340 

8.840 

32. 2» 

Kansas  City 

107.3N 

Psilsiv       ' 

25S.3SI 

8w»  Francisoo 

10.610 

TotaL 

616.400 

1,455.395 

418,880 

1.085,170 

366,960 

610,8« 

Exchanged  with  Federal 

Fifties. 

Hundreds. 

Total. 

Reserve  Bank  of— 

Reoeived. 

Returned. 

Reoeived. 

Returned. 

Boston. 

8500 

33.000 

1,300 

450 

100 

37,100 

7,000 

8700 
3.150 

8000 
6,900 

888.000 

430.800 

80,175 

15,385 

8.135 

94,005 

545.500 

813.150 

New  York 

m,m 

Philadelphia 

16,901 

Cleveland 

11.900 
5.450 
3,150 
1.050 

5.900 
1.500 

•'222 
600 

75^9B 

Rk^mond  .  . 

58.100 

Atl^nt^ 

8Q6.14r 

Chicago ...           

St.Loiiis 

MiTin^nnliff     .  , 

300 
400 

700 

500 

6.450 

54.350 

1,400 

800 

25,790 

44.000 

143.110 

14.960 

140.070 

1.993,001 

1.017,31$ 

38,6» 

Kftfi|i^r!ity 

Pftllns 

14,160 
1,000 

Rm»  Francisoo 

Total 

76.550 

88,000 

87.400 

1.878,790 

3.38t.7<» 

Exhibit  H  . — Table  showing  the  Federal  Reserve  notes  received  by  the  Federal  Reserve  Agent 
from  the  Comptroller  of  the  Currency  during  the  period  1914^16  and  the  year  1916. 


1914-15. 


Date. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds. 

TotaL 

Nov.16.1914 

83,160.000 

8840,000 

83,000.000 
400.000 

Nov.  37, 1914 

8400,000 
800,000 
800.000 

Oct.  3.1915 

1.000.000 
1.200,000 

1,000.000 
1.000.000 

8400,000 

3.300,000 
3,000,000 

Nov.  1, 1915 

Total 

4.360.000 

3.840,000 

3,000,000 

400,000 

9.000.000 

1916. 


Sept.  5. 1916. 

8530.000 
800,000 

81,530.000 

480.000 

1,000,000 

1,530.000 

730,000 

960,000 

8960.000 
730.000 
960.000 
480,000 
400,000 

88,000,000 
2^000^060 
1.900  000 
2,000,000 
£  090.000 

Oct.  4, 1916 

Oct.  13, 1916 

Oct.  35, 1916 

Nov.  6, 1916 

900.000 
1.000.000 

Nov.  33, 1916 

1,900.000 

8.230,000 

6,200,000 

3.530.000 

12,940.000 

Total  reoeived  to  Dec.  80, 
1916 

7,580,000 

9.040.000 

5,530,000 

8400,000 

38,540.000 
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Exhibit  1,— Statement  of  receipU  and  disposition  of  Federal  Reserve  notes  by  Federal 
Reserve  Agent  from  opening  of  the  Federal  Reserve  Bank  oflSt.  Louis  ^  avid  of  funds  and 
securities  in  kis  possession  on  Dec.  30, 1916. 

Federal  Reserve  notes  received  from  Comptroller  of  Currency $22, 540, 000. 00 

Notes  issaed  to  Federal  Reserve  Bank.  ^ $21,008,100.00 

Notes  returned  by  Federal  Reserve 

Bank  to  Federal  Reserve  Agent. . .  $1, 496, 500. 00 
Fit  notes  returned  by  United  States 

Treasurer  to  Federal  Reserve  Agent         11, 600. 00 
Unfit  notes  received  by  comptroller 

from   United   States  Treasuror  for 

destnictbn 2, 610, 270. 00 

4, 118, 370. 00 


Federal  Reserve  notes  outstanding 16, 889, 730. 00 

Federal  Reserve  notes  in  hands  of  Federal  Reserve  Agent 3, 040, 000. 00 

Gold  for  retirement  of  Federal  Reserve  notes: 

In  hands  of  Federal  Reserve  Agent $5, 164, 600. 00 

Credit  balance  in  gold  redemption  fund 868, 130. 00 

Credit  balance  with  Federal  Reserve  Board 6, 510. 000. 00 

12,542,730.00 

Rediscounts  in  hands  of  Federal  Reserve  Agent  to  secure  Federal 

Reserve  notes 4, 350, 506,  38 


ExHiBFT  J. — Table  showing  the  operations  of  the  clearing  system  of  the  Federal  Reserve 
Bank  of  St.  Louis  from  July  15,  1916,  the  date  on  whidi  the  present  clearing  plan,  pro- 
posed by  the  Federal  Reserve  Board,  went  into  effect,  to  Dec.  15,  1916. 


Average 

number  of 

Average 
amount  of 

items 

sent 

items 

dafly  by 

sent 

Number  of 

member 

dally  by 

Average 

Arerage 
amotmtof 

Number  of 

nonmember 

banks 

member 

number  of 

mejnber 

banks  on 

direct  to 

banks 

items 

Hems 

banks 

which  we 

other 

direct  to 

handled 

handled 

in  the 

Federal 

other  Fedenl 

dany. 

daUy. 

district. 

items  at 
par. 

Reserve 
Banks 
for  our 

account, 
not  actually 

handled 
by  us. 

Reserve 

Banks  for 

our  account, 

not  actually 

handled 

by  us. 

me. 

July  15to  AuE.15 

5.474 

$2,461,748.88 
4  330  97L40 

460 

784 

3,360 
7617 

S666,34&20 
1,127,293.36 

Aug.  16  to  Sept.  16 

7,780 

460 

763 

Sept.  16  to  Oct.  16 

8,814 
9|388 

6,e77,7ieu85 
6,904,130.84 
8,402,904.06 

468 

806 

8,204 
9437 
9,739 

1,781,342.81 
2,016,666.17 
1,837  64117 

Oct.  16toNoy.l6 

460 

861 

Not.  16  to  Dec.  16 

10,(09 

460 

881 
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John  H.  Rich,  Chairman  and  Federal  Reserve  Agent. 


The  ninth  Federal  Reserve  district  embraces  the  following  territory: 


-^rea— 

ThAf^tAo^M^mtfiPft 

^  Sq.  mSUa. 
14fl,382 
70,183 
70,868 
so' 868 
23,273 
16,774 

376,053 
5n,055 

Hm  State  of  North  Dakota 

Tb«  State  of  Soath  Dakota 

2, 075;  708 
481,515 

ThARtAtAof  MiTUIfMOtA 

Th«|uirthnnA-thfTy)  of  W)<^>on5<nl                         ,   .                             ,   .   , 

^nktt  noiti^<vn  i><qiinnila  o'  Michigan. 

310,601 

A  total  of 

413.388        4  4121  721 

1  As  modified  by  the  Federal  Reserve  Board's  redlstricting  decision  of  Oct.  12, 1916. 

The  territory  thus  determined  extends  approximately  1,500  miles 
east  and  west  and  600  miles  north  and  south  and  is  an  area  of  pecul- 
iarly diversified  interests.  It  is  a  heavy  producer  of  copper  and  iron 
and  has  important'lumber  interests.  It  is,  at  the  same  time,  lai^ely 
agricultural  and  contains  great  areas  given  over  to  farming,  stock 
raising,  and  dairying,  which  are  so  important  as  to  largely  deter- 
mine the  character  of  the  service  rendered  by  the  Federal  Reserve 
Bank  of  Minneapolis.  The  district  has  comparatively  few  lai^e  cen- 
ters. The  larger  proportion  of  the  meml>er  banks  are  located  in 
rural  communities  and  serve  farming,  stock  raising,  and  dairying 
districts. 

AGEICULTURAL  CONDITIONS,  1916. 

Agricultural  conditions  during  1916  were  pecuhar.  The  contin- 
ued rains  which  hampered  the  fall  work  in  1915  left  the  ground  well 
filled  with  moisture  when  freezing  weather  came  on.  Heavy  snows 
during  the  winter  produced  a  very  high  stage  of  water  in  the  early 
spring,  which,  with  frequent  rains,  further  impeded  field  work  and 
made  it  difficult  for  many  farmers  to  properly  prepare  the  groimd. 
As  a  result  many  fields  were  insufficiently  cultivated.  The  spring 
growing  season  was  very  favorable,  and  the  small  grain  crops  ob- 
tained an  excellent  start,  although  com  planting  was  late,  and  this 
crop  was  in  many  cases  replanted  because  the  seed  had  rotted  in  the 
ground.  Small  grains  continued  to  make  exceUent  progress  during 
the  early  summer,  while  com  advanced  slowly.     Excessive  heat  com- 
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ing  at  the  time  when  the  grains  b^an  to  mature,  created  very  severe 
damage  and  was  accompanied  by  excessive  rust  and  blight.  Over 
considerable  sections  of  North  and  South  Dakota  and  Minnesota 
wheat  sustained  severe  damage,  the  total  yield  being  far  short  of  a 
normal  crop.  Com,  however,  made  fair  progress  and  produced  a 
fair  to  good  crop  in  most  locaUties. 

The  shortage  of  approximately  100,000,000  bushels  in  the  wheat 
crop  of  the  district  was  to  a  very  considerable  extent  offset  by  grad- 
ually rising  prices,  which,  soon  after  the  crop  began  to  move,  ap- 
proached the  highest  levels  known  in  years.  In  common  with  wheat 
prices  on  all  other  small  grains  advanced  materially,  and  farmers  were 
able  to  realize  for  grain  of  the  poorest  quality  prices  which  in  pre- 
vious years  have  seldom  been  realized  for  the  finest  grades.  TUs 
condition,  coupled  with  the  fact  that  there  had  been  a  pronounced 
disposition  to  hold  over  good  wheat  from  the  previous  crop,  resulted 
in  the  disbursement  of  large  sums  of  money,  since  the  greater  part 
of  the  old  wheat  moved  at  high  prices  with  the  new  crop.  Hie 
heavy  returns  thiis  received  by  grain  growers  tended  to  relieve  the 
depression  that  would  otherwise  have  existed  in  the  grain-growing 
districts. 

An  extremely  satisfactory  market  prevailed  during  the  year  for 
practically  all  other  items  of  farm  production.  Stock  receipts  at  the 
important  South  St.  Paul  market  ran  considerably  in  excess  of  1915 
for  every  item  except  sheep.  Wool,  of  which  there  is  a  heavy  pro- 
duction in  western  North  and  South  Dakota  and  Montana,  com- 
manded the  highest  prices  growers  had  ever  known.  Dairy  products, 
eggs,  poultry,  and  potatoes,  of  which  the  district  produced  only  a 
fair  crop,  and  similar  items  likewise  commanded  excellent  prices. 

In  quality  the  1916  grain  crop  of  the  district  was  poor.  A  large 
amount  of  the  wheat  produced  was  small,  shrimken,  and  light  in 
weight.  The  barley  crop  ranked  somewhat  better  in  quality,  and  com 
was  fair  to  good.  A  severe  car  shortage  beginning  during  the  hei^t 
of  the  grain  moving  and  becoming  more  and  more  pronounced  toward 
the  end  of  the  year,  seriously  hampered  the  handling  of  the  crop  and 
interfered  with  milling  operations.  Many  interior  mills  closed  down 
and  some  of  the  large  mills  in  Minneapolis  were  compelled  to  cut 
down  their  production.  Severe  restrictions  on  cars  moving  into 
eastern  territory  likewise  hampered  practically  all  of  the  lines  of 
business  depending  to  any  extent  on  the  car  supply. 

Although  the  total  grain  production  was  far  short  as  compared 
with  the  previous  year,  the  extremely  high  prices  created  an  unusual 
demand  for  crop-moving  purposes,  which  was  effectively  met  by  the 
Federal  Reserve  Bank,  which  issued  for  this  purpose  a  total  of 
$8,500,000  in  addition  to  Federal  Reserve  notes  previously  issued  and 
available  in  part,  as  against  approximately  $8,000,000  during  the 
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previous  crop-moving  period.  The  prompt  support  of  the  Federal 
Reserve  Bank  was  of  substantial  value  to  the  farmers,  and  for  the 
second  time  enabled  the  ninth  Reserve  district  to  handle  the  financing 
that  is  incident  to  grain  moving,  independent  of  any  aid  or  assistance 
from  eastern  money  centers,  which  in  former  years  had  met  the  heavy 
calls  for  currency. 

BUSINESS   OONDrnONS,  1916. 

The  early  part  of  1916  was  characterized  by  moderate  business 
activity  and  quiet  condition  over  the  district  as  a  whole.  Retail  and 
wholesale  trade  quickened  perceptibly  with  the  opening  up  of  spring 
farm  work,  and  business  began  to  show  an  upward  tendency,  which 
lasted  through  the  year.  By  early  summer  there  was  a  noticeable 
improvement,  not  only  in  trade  but  industry  as  well,  and  the  final 
figures  for  the  year  in  practically  all  lines  showed  substantial  increases 
over  1915.  Tlie  improved  purchasing  power  of  farmers,  due  to  the 
prevailing  high  prices,  was  notably  evident  in  retail  merchandising 
operations  and  in  its  effect  upon  all  the  lines  of  trade  particularly 
dependent  on  conditions  in  the  agricultural  areas.  Collections  were 
excellent  and  most  concerns  closed  the  year  with  a  substantial  re- 
duction of  uncollected  accounts. 

City  and  country  banks  were  in  a  strong  position  throughout  the 
year  and  had  comparatively  small  occasion  to  rediscount.  Deposits 
were  substantially  increased  as  compared  with  the  previous  year. 
The  banking  position  of  the  district  in  1916  is  shown  by  the  following 

table: 

Member  banks'  eapiUd,  deposits^  UxmSy  and  diioounU. 


1915. 

Dw.81 

191«. 

Mir.  7 

JUjl 

June  80 

^12 

Not.  17 


Momb«r 


733 


740 
74A 
749 
767 
750 


Capital. 


166,190,000 


50,411,000 
67,066,000 
67,141,000 
67,650,000 
67,796,000  ' 


Surplos. 


$38,903,572 


29,058,000 
29,026,000 
29,116,000 
29,149,000 
29,178,000 


Deposits, 
demand. 


$296,528,888 


296,927,000 
299,484,000 
296,105,000 
808,564,000 
339,449,000 


Deposits, 
time. 


$187,226,827 

196,501,000 
207,182,000 
212,128,000 
218,474,000 
223,227,000 


Loans  and 
discounts. 


$420,714,656 


440,824,000 
452,685,000 
456,890,000 
472,350,000 
499,014,000 


Member  bank  retervet  at  comptroller's  calls. 


Dec  31. 


1916. 


IUr.7... 
1^1... 
Jane  80... 
Sept.  12.. 
Mo?.  17... 


1916. 


Reserve 
held. 


$135,473,174 


142,425,000 
182,061,000 
115,606,000 
121,063,000 
183,946,000 


Resove 
required. 


$56,189,161 

59,564,000 
59,065,000 
56,961,000 
60,787,600 
66,069,000 


Exoess. 


ATcnce  exoeMreMrre. 


$79,284,012 

82,861,000 
73,016,000 
58,655,000 
60,276,000 
67,867,000 

.  $70,325,000 
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Rates  were  low  and  free  from  fluctuation  during  practically  the 
entire  year,  although  with  a  gradually  improving  demand. 

Conditions  throughout  the  year  were  such  as  to  demand  compara- 
tively few  changes  in  discount  rates.  Upon  receipt  of  authority  from 
the  Federal  Reserve  Board,  the  Federal  Reserve  Bank  of  Minneapolis, 
on  March  18,  established  a  3^  per  cent  rate  on  trade  accept-ances, 
and,  pursuant  to  the  same  authority,  put  in  force  a  4  per  cent  rate 
on  15-day  collateral  paper,  eflFective  September  20.  The  prevailing 
discount  rates  for  the  year  and  the  dates  upon  which  changes  yirere 
made  are  shown  in  the  following  table: 

Diteount  raUs, 


15  days. 


SOdasrs. 


60  days. 


90  days. 


6  months. 


Trade 
teoeptr 


COB- 

Bwdity 


Jan.l.... 
Mar.  18.. 
May  15.. 
July  25.. 
Sept.ao.. 
Dec.sr.. 


Percent, 


Percent. 


Percent. 

4 
4 
4 
4 
4 
4 


Percent, 

ii 

1: 

4J 


Percent, 
5 
5 
5 
S 
5 
5 


Pereenl, 


PercnL 
3 
S 


Discount  operations  of  the  bank  during  the  year  are  shown  in 
the  following  table,  giving,  by  months,  the  number  of  applications 
received,  number  of  banks  served,  number  of  items  discoanted,  ma- 
turities, and  balances  at  the  end  of  each  month: 

Rediscount  operations. 


Number  of 

applicatioDS 

received. 


January... 
February.. 

March 

April 

May 

June 

July 

August 

September. 
October... 
November. 
December. 

Total 


Number 
of  banks 
served. 


Number 
of  items 
received. 


145 
96 
117 
146 
381 
400 
441 
400 
337 
350 
331 
370 


I 


625 


417 


3,323 


Matoiing 
10  days. 


318,277 

0 

0 

0 

601 

1,S71 

6,632 

433 

0 

0 

9,705 

0 


37,6 


MatariQK 
SOdavs. 


16. 2» 
2,39 

5.S0I 
19,988 

326^90 

14,611 
788,98 


l,779,m 


January.  ., 
February.. 

March 

April 

Y^y 

June 

July 

August 

September. 
October... 
November.. 
December.. 

Total 


Maturing. 
60  days. 


$14,700 

11,923 

21, 172 

23,551 

53,527 

42,655 

178,674 

214,630 

83,603 

544,995 

101,911 

441,274 


1,730,615 


Maturing 
90  days. 


840,224 

36,087 

18,318 

12,069 

20^133 

62,200 

170,333 

160,151 

110,600 

92,821 

55,360 

85,082 


872,467 


Maturing 
over  90 
days. 


$100,656 

46,253 

71,159 

81,685 

247,240 

353,579 

341,503 

159,752 

139,117 

117,836 

219,583 

176,352 


2,063,074 


Total. 


1, 


6.473,446 


Bitaneeend 

month. 


SI 


16,003,1^53 
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Operations  of  the  bank  in  the  purchase  of  acceptances  are  shown 
in  tibe  following  table,  giving  totals  of  bills  bought,  by  months, 
together  with  maturities  of  the  same: 

Acceptances  bought. 


January... 
February. 
ManA.... 


^•. 


Jmia. 

Jnly 

August 

mtembar. 
oSdhv.... 
November. 
December.. 


Total. 


30  days. 


$1,473.73 


2,968.14 
10,251.64 
30,789.72 

9,40a80 


•| 


60  days. 


125,213.24 
7,23a  58 

44,324.82 
152, 87a  36 
135,142.35 
268,598.08 

70,952.44 
216,453.52 
279,192.45 
389,413.92 
411,688.86 
513,605.67 


54,884.03     2,514,686.29   10,969,738.32 


90  days. 


S200,522.80 

219,20L43 

364,822.69 

881,406.10 

492,625.22 

857,791.05 

1,259,867.20 

826,646.87 

722, 18a  88 

974, 115. 76 

1,032,114.35 

3,638,351.97 


Total. 


$225, 

227, 

409, 

534, 

627, 

1,126, 

1,333, 

1,053, 

1,032, 

1,372, 

1,443, 

*,151, 


736.04 
996.74 
147.51 
278.46 
767.57 
389.13 
787.78 
352.03 
163.05 
93a  4a 
803.21 
967.64 


13,539,308.64 


1  Of  this  total  $11,160,726.64  was  based  apoo  foreign  trade  and  $2,378,582  upon  domestic  trade  transactions. 

Discount  rates  for  commodity  paper  were  3  per  cent  from  January 
1  to  May  15,  and  on  the  latter  date  were  advanced  to  3^  per  cent,  the 
rate  remaining  unchanged  for  the  balance  of  the  year.  In  the  ninth 
Reserve  district  the  chief  application  of  commodity  paper  is  to  the 
discount  of  farmers*  paper  coUateralled  by  grain-elevator  receipts. 
The  operations  under  the  commodity  rate  are  given  in  the  following 
table,  showing  maturities  and  totals,  by  months: 

Commodity  paper. 


1  10  days. 

30  days. 

60  days. 

90  days. 

Total. 

Jannarv     r . . .  - . , - ,  -  r r  t  . ,...,' 

/  $1,015.00 

\       304.50 

4,907.57 

913.63 

1,015.00 

406.00 

1,015.00 

FebniarT 

$i,3i9.'56 

9,107.90 

913.63 

JSrS!l:!:.:i! ! 

$600 

$3,60a33 

Aflril i 

2, 03a  00 
5,537.00 
1,015.00 

nSkV ' 

1,015.00 
2,820.00 

Jimo 

2,311 

jSy..  ..:. 

▲ngost  

■ 

September 

' 

■ 

(X^cAier      

1 

November,  r - -  - 

•:":'*!: 

1                      1 

December 

1 

,                      1 

Total 

2,911 

7,435.33  1      Q-Ji7«-70 

19,923.03 



A  rate  of  3J  per  cent  was  established  for  the  discoimt  of  trade 
acceptances  on  March  18,  continuing  imchanged  throughout  the  year. 
The  growth  of  this  class  of  business  has  been  very  slow,  due  partly 
to  the  reluctance  of  larger  concerns  to  alter  the  established  practice 
of  years,  and  partly  to  the  fact  that  the  extremely  low  money  rates 
have  militated  against  such  use  of  acceptances  as  can  reasonably  be 
expected  in  a  year  of  normal  rates.  There  is,  however,  evidence  of 
a  larger  use  of  this  class  of  paper  than  is  generally  supposed,  with 
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the  probability  that  commercial  firms  and  banks  hold  substantial 
amounts  which  do  not  come  to  the  attention  of  the  Reserre  Bank. 
The  discoimt  of  trade  acceptances  during  the  year  is  shown  in  the 
following  table: 

Trade  aceeptanceSy  by  maturities  and  months. 


10  days. 

30  days. 

60  days. 

90  days. 

Total 

May 

$567.00 
19,002.00 

"Hsiioo" 

$667.11 

December 

$17,723.00 

41,127.12 

Total 

17,723.00 

19,640.00 

4,312.00 

41,684.13 

Pursuant  to  the  authority  of  the  Federal  Reserve  Board,  a  rate  of 
4  per  cent  was  established  on  October  20  for  the  discount  of  15-day 
collateral  notes  of  member  banks.  The  rate  remained  in  force 
without  change  throughout  the  remainder  of  the  year.  The  opera- 
tions under  this  rate  were  as  follows: 

Collateral  notes — member  banks. 

October $500,000 

November 12, 795 

December 543, 200 

Total 1,055,005 

Operations  of  the  bank  in  United  States  bonds  during  the  year  are 
shown  in  the  following  table,  giving  the  amount  purchased,  the 
amount  sold,  and  the  amoimts  of  bonds  converted. 

United  States  bond  operations. 


Purchases. 


Sales. 


ConTMsSoDS  into— 


8p« 

cent 

boDds. 


Tramiiy 


3  per  cent. 
Speroent. 

4  percent. 


$1,478,600 
898,420 
181.000 


$40,000 
090,400 


$606,600 


$700,008 


Present  bond  holdings  of  the  bank  are  distributed  as  follows: 

2  per  cent $1,064,900 

3  per  c«it  bonds 1, 196, 440 

3  per  cent  Treasury  notes 700, 000 

4  per  cent 181, 000 

Total 3, 142, 340 

Below  are  given  the  holdings  of  United  States  bonds  and  Treasury 
notes,  by  months,  and  the  average  earning  rates  per  month: 
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Average 
rate. 


Jtnuary... 
February. 
March 

Jooe 

jQly 

August 

September 
Ootober... 
November, 
December. 


July !  $350,000 

August 350,000 

September 350,000 

October ;  688,700 

November I  700,000 

December !  700,000 


The  following  table  shows  the  volume  and  maturities  of  municipal 
warrants  bought  diu*ing  the  year,  together  with  the  average  amounts 
held,  by  months,  and  the  average  earning  rates  and  classification  by 
issuing  public  bodies : 

Municipal  warrants. 

MATURITIEfl. 

Within  10  days $75, 766. 67 

30da>-8 ^ 106,344.69 

eO  days 748, 161. 28 

90day8 153,931.58 

Over  90  days 2,650,591.96 

Total 3, 734, 796. 18 

RATES  3i  TO  4}. 


Inuary... 
February.. 
Marah. 
Ad 


1916. 


iC.: 


Jonel. 


Average 
amount 
held  dur- 
ing month. 


$060,241 
1,160,300 
1,340,800 
1,433,700 
1,028,800 
1,387,600 


Average 
rate. 


3.27 
2.03 
2.39 
2.19 
2.29 
2.55 


July.... 

August 

September. . 

Ootober 

November. . 
December.. 


1916. 


Average 

amount 

held  dur- 

ing  month. 

Average 
rate. 

$1,060,900 
1,054,400 
1,041,600 
1,674,900 
1,281,400 
675,100 

2.81 
2.88 
2.91 
2.82 
2.86 
3.11 

Classification  of  securities  by  charter  of  issuing  public  bodies. 

State $111, 925. 82 

Municipal 2,892,665.45 

Other 730,204.91 


Total 3, 734, 796. 18 
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GOLD   SETTLEMENT   FUND. 

The  rapidly  increasing  usefulness  of  the  gold  settlement  fimd, 
created  in  Washington  by  the  Federal  Reserve  Board,  for  the  adji^t- 
ment  of  balances  between  Federal  Reserve  Banks,  is  demonstrated 
by  the  following  tabulation,  giving  the  average  debits  and  credits 
on  settlement  dates  for  each  months  and  the  average  balances  due 
this  bank  for  each  month,  dining  the  year: 


Debits. 

Credfte. 

$76,700 

$366,600 

U6^000 

180,750 

384,600 
123,760 

117^500 

141^350 

113.300 

485,166 

857,166 

616,360 

flBO,6Q0 

2,605,600 

2,144,000 

5,180,500 

J601,400 

5,710,350 

4,642,400 

5,748,350 

3,788,711 

5,488,400 

5,473,300 

BatanK. 


Jaouary... 
February.. 

Haroh 

April 

ySy 

June 

July 

August — 
September. 
October... 
November. 
December. 


4,073,751 
4,380.  Ml 

4,681;fl0 

4.ss8;5n 

8.667,881 
4,3M,m 
7,002;  431 
8,141,101 


EEDISTRIOTING  DECISION. 

The  so-called  Wisconsin  bank  case  was  reopened  before  the  Federal 
Eeserve  Board  through  informal  hearing  August  8,  following  which 
the  Board  on  October  12  issued  an  order  reducing  the  Wisconsin 
territory  allotted  to  the  ninth  Reserve  district  and  transferring  the 
portion  so  affected  to  the  seventh  Reserve  district.  The  change 
in  the  Wisconsin  boundary  lines  leaves  within  the  ninth  Federal 
Reserve  district  approximately  one-third  of  that  State,  comprising 
the  northwestern  counties.  The  line  of  division  is,  roughly,  aa 
irregular  boundary  following  county  lines  from  the  southwesten 
boimdary  of  the  State  of  Minnesota  at  the  Mississippi  River,  in  a 
northeasterly  direction  to  the  Wisconsin-Northern  Michigan  bound- 
ary, at  a  point  where  the  eastern  boundary  of  Florence  County,  Wis., 
intersects  the  State  line.  The  decision  removed  from  the  ninth 
district  26  counties,  within  which  were  located  62  member  banks, 
having  an  aggregate  capital  and  surplus  of  $7,634,900  at  the  time  of 
the  filing  of  the  order  for  transfer,  and  having  a  paid-in  capital  in 
the  Federal  Reserve  Bank  of  Minnfieapolis  of  $229,400,  and  deposited 
reserves  of  $1,376,429.89. 

Pursuant  to  the  decision  of  the  Federal  Reserve  Board,  the  transfer 
of  membership  was  made  effective  January  1,  and  62  banks  in  the 
territory  involved  were  transferred  from  the  Federal  Reserve  Bank 
of  Minneapolis  to  the  Federal  Reserve  Bank  of  Chicago.  During  the 
year  1916  the  Federal  Reserve  Bank  of  Minneapolis  enjoyed  a 
growth  of  membership  of  26  banks,  bringing  the  total  membership 
at  the  beginning  of  the  year  up  to  734.    There  was  a  further  increase 
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of  29  institutions  to  membership  during  1916,  bringing  the  member- 
ship up  to  763y  and  a  loss  of  four  members  through  liquidation, 
pving  a  membership  of  759.  The  transfer  of  the  52  banks  affected 
by  the  redistricting  decision  left  the  ninth  Reserve  district  at  the 
dose  of  the  year  with  a  net  membership  of  707  banks. 

RELATIONS   WITH   MEMBER   AND   NONMEMBER   BANKS. 

The  movement  of  State  banks  into  membership  has  been  very 
encouraging.  There  was  received  into  membership  during  the  year 
the  largest  State  bank  in  Minnesota,  which  preserved  its  State  bank 
identity,  together  with  a  considerable  number  of  other  State  banks 
wdl  distributed  over  the  six  States  that  in  whole  or  in  part  form  the 
ninth  Federal  Reserve  district,  which  took  membership  by  the  proc- 
ess of  conversion  into  national  banks.  From  organization  to  the 
dose  of  the  year  40  different  State  institutions  had  taken  member- 
ship, 39  of  which  were  by  conversion. 

The  relations  of  the  Federal  Reserve  Bank  to  the  State  banking 
departments  of  various  States  have  been  pleasant  and  marked  by 
valuable  cooperation.  The  officers  of  this  institution  have  at  all 
times  made  it  clear  that  in  presenting  to  State  banks  the  opportuni- 
ties for  membership  acquired  by  the  provisions  of  the  Federal  Reserve 
Act,  there  was  no  thought  of  indicating  a  preference  as  to  the  course 
to  be  pursued,  and  have  sought  to  leave  the  alternative  methods  of 
acquiring  membership  entirely  to  the  judgment  of  their  officers  and 
boards  of  directors,  beUeving  that  the  Federal  Reserve  system  should 
be  in  no  sense  competitive  with  the  State  banking  departments  and 
State  banks  of  the  various  States. 

There  has  been  an  encouraging  growth  of  tmderstanding  between 
the  Federal  Reserve  Bank  and  its  members,  and  closer  relations  have 
been  built  up  during  the  year.  Member  banks  have  been  kept 
thoroughly  infomied  as  to  the  gradual  development  of  the  functions 
of  the  reserve  institutions  and  of  their  rights  and  privil^es  imder 
the  law.  There  has  been  prompt  and  effective  action  to  meet  their 
demands  and  requirements  in  every  instance  where  opportimity 
offered.  Substantial  service  was  rendered  during  the  year  in  meet- 
ing the  demands  of  the  agricultural  sections  during  the  spring  plant- 
ing season,  in  financing  the  crop  movement  and  in  meeting  the 
requirements  of  members  in  agricultural  sections  during  the  fall 
period. 

The  district  was  remarkably  free  from  emergencies  or  conditions 
necessitating  rediscounting,  and  the  volume  of  business  coming  to 
the  Reserve  Bank  from  this  source  showed  the  added  influence  of 
the  strong  position  of  practically  all  the  members,  and  was  even  less 
than  may  be  expected  in  a  normal  year.  The  average  through  the 
year  showed  some  improvement  over  the  previous  year.  This  was 
due,  not  to  banking  or  business  conditions,  but  to  a  wider  knowledge 
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on  the  part  of  the  members  of  the  rights  afforded  them  under  the 
act. 

The  course  of  accounts  from  which  the  principal  revenue  of  the 
bank  is  derived  is  shown  in  the  following  tabulation,  giving  the 
amotmts  of  rediscounts,  collateral  notes,  bills  bought,  United  States 
bonds  and  investments  held  at  15-day  periods  throughout  the  year: 

Earning  cmcU, 


Radls- 
ooimts. 


IS-dayool- 
lateral 
notes. 


BIDS 
bought 
(aooept- 
aooes). 


United 
States 
bonds. 


Inyert- 


rants). 


Jan.  1  .. 
Jan.  15 . 
Feb.l.. 
Feb.  IS. 
Mar.l.. 
Mar.  16. 
Apr.l.. 
Apr.  15. 
liayl.. 
May  15. 
Junel.. 
June  15. 
Julyl.. 
July  15. 
Aug.l.. 
Aug.  15. 
Sept.l. 
Sept.  15 
Oct.l.. 
Oct.  15. 
Nov.l.. 
Nov.  16. 
Dec.l.. 
Dec.  15. 
Dec.  30. 


tl.M4,616 

1,139,845 

000,168 

MO,  704 

825,420 

804,780 

780,811 

707,343 

—  -^56 

18 

58 

10 

45 

83 

23 

94 

08 

11 

15 

e4 

16 
11 
80 
08 


$600,000 


3,000 
208,000 
333,200 


t910,51S 

8».2a 

1,087,20 

002,384 

1,414,217 

l,381,2tt 

1,418,421 

1670,201 

1.025,  «n 

2«0n,814 

1,218,074 

820,89 

1.082,141 

1,045^740 

1,000,008 

002,127 

1,010. 2S0 

1,277,311 

1.794,345 

1,487,574 

1,228,001 

846,800 

OBl^OV 

560,000 


Very  encouraging  and  continuous  increases  in  bills  bought,  con- 
sisting of  acceptances,  largely  based  on  the  export  and  import  busi- 
ness of  the  United  States,  and  upon  the  domestic  movement  of  grain 
]a  shown  by  the  above  figures.  While  the  rate  obtained  was  uni- 
formly low,  the  very  high  quality  and  liquidity  of  such  paper  has 
made  it  an  especially  desirable  investment,  and  the  revenue  obtained 
therefrom  is  entirely  satisfactory.  A  substantial  increase  in  the 
amount  of  United  States  bonds  held,  and  the  very  satisfactory  aver- 
age of  investments,  consisting  of  State,  municipal,  and  other  war- 
rants, should  also  be  noted.  The  character  of  these  operations  sug- 
gests that  the  normal  course  of  business  will  be  toward  the  creation 
of  a  revenue  out  of  acceptances  bought.  United  States  bonds  and 
investments,  affording  a  surplus  over  and  above  the  ordinary  operat- 
ing expenses  of  the  institution.  This  point  was  reached  at  mid- 
year and  removed  the  possibility  of  an  undue  interest  in  the  accu- 
mulation of  revenue  from  rediscounting  operations.  The  Federal 
Reserve  Bank  was  thus  placed  in  the  peculiarly  independent  posi- 
tion of  being  able  to  say  to  its  members  that  it  had  acquired  the 
ability  to  cover  expenses  and  part  of  its  dividend  without  reference 
to  profit  from  rediscount.  It  acquired,  therefore,  the  ability  to 
hold  its  resources  in  a  highly  liquid  form  and  conserve  its  financial 
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strength  against  unusual  demands  or  emergencies  as  may  overtake 
the  institutions  affiliated  by  membership. 

Member  banks  are  to  be  especially  conmiended  for  the  interest 
they  have  shown  in  complying  strictly  with  the  requirements  of  the 
act  with  reference  to  the  character  of  paper  offered  for  rediscount 
and  statements  accompanying  the  same.  The  rediscount  paper 
held  by  the  reserve  bank  during  the  year  has  been  in  practically 
every  case  supported  by  a  full  and  complete  statement  of  the  maker. 
There  has  been  an  encouraging  growth  in  the  practice  on  the  part 
of  member  banks  of  extending  their  credit  files  to  cover  all  borrowers, 
and  many  such  institutions  have  foimd  this  course  greatly  to  their 
advantage.  Experience  has  proven  that  by  careful  and  persistent 
work,  member  banks  have  been  able  not  only  to  complete  such  files, 
but  to  secure  the  cooperation  of  their  customers.  They  have  accom- 
plished during  the  year  a  large  amount  of  valuable  educational 
work  along  this  line  in  their  home  commimities. 

The  gradual  improvement  in  deposits,  consisting  of  reserves  and 
excess  balances  of  member  banks,  continued  throughout  the  year, 
the  figures  being  substantiaUy  increased  by  the  additional  reserve 
payments  of  November  16.  With  respect  to  the  member  banks, 
the  general  disposition  was  to  maintain  an  excess  over  the  reserve 
required  by  law,  but  with  the  development  and  broadening  of  check 
clearing  operations  there  were  many  instances  in  which  it  was  found 
necessary  to  send  notice  of  an  impairment  of  reserve  through  over- 
drafts. The  course  of  member  bank  deposits  is  shown  by  the  fol- 
lowing table,  giving  balances  at  the  close  of  business  on  the  last 
day  of  each  month  during  the  year: 

Member  bank  depoiits. 


January $14,468,496.56 

F^niary 14,664,346.33 

March 16,172,306.41 

April 15,780,778.42 

May 18,908,860.08 

June 19,378,668.91 


July $19,800,406.61 

August 20,316,086.22 

September 21,697,934.29 

October 23,615,796.20 

November 29, 335, 175. 34 

December 29, 534, 961. 87 


The  reserve  position  of  the  bank  during  the  year  is  indicated  in 
the  following  tabulation  showing  the  average  reserve  held,  by  months, 
and  percentage  of  reserves: 

Regerves — PercerUages. 


Itnnaiy.. 
Jmnb 


Average 


$7, 149, 168 
7,638,036 
8,366,710 
8,763,040 
10,494,646 
12,044,166 


Percent- 
age. 


72.4 
T3.4 
70.3 
67.3 
62.9 
64.6 


Julj 

August 

September. 
October... 
November. 
December. 


Average 
reserve. 


11,686,484 
10,563,422 
9,797,841 
10,807,856 
18,979,832 
16,529,748 


Percent- 
age. 


at 

53.7 
55.1 
65.2 
61.7 
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Member  banks  have  been  prompt  to  forward  tabulated  copies  of 
statements  rendered  at  the  comptroller's  calls  within  the  yen. 
These  were  used  as  a  basis  for  the  periodic  checking  of  capital  stock 
accounts. . 

THE  FEDERAL  RESERYE  BANK  AND  THE  PUBLIC. 

The  work  of  the  year  has  been  characterized  by  a  growing  appre- 
ciation on  the  part  of  the  general  public  of  the  services  afforded  by 
the  Federal  Reserve  Bank  and  the  relation  of  thk  service  to  tli^ 
maintenance  of  stable  financial  conditions  within  the  district.  During 
a  period  of  comparative  quiet,  when  deposits  have  been  uniformly 
high  in  all  banks,  and  when  the  demand  has  not  been  sufficiait  to 
aCTord  the  reserve  bank  opportunity  to  come  into  intimate  contact 
with  any  great  proportion  of  its  members,  opportunities  to  demcm- 
strate  the  full  measure  of  service  that  may  be  expected  from  such 
an  institution  have  been  comparatively  few.  There  have,  howev«, 
been  certain  local  conditions  affording  the  bank  an  opportunity  to 
exert  a  helpful  influence.  Such  opportunities  were  afforded  throu^ 
the  failure  of  the  grain  crop  in  portions  of  North  and  South  Dakota 
and  Minnesota,  through  the  demands  of  crop  moving  dining  the 
fall  period,  to  which  previous  reference  has  been  made,  through 
assistance  to  stock  men,  and  through  support  of  member  banks  ihsX 
were  heavily  drawn  upon  during  the  closing  months  of  the  year  by 
country  correspondents.- 

The  influence  of  the  discount  policy  of  this  bank  upon  rates  paid 
by  bank  customers  throughout  the  district  is  not  easily  traced.  It 
undoubtedly  has  manifested  itself,  not  so  much  in  the  amount  of 
the  rate  as  in  the  volume  of  credit  extended.  In  the  stock  and 
agricultural  districts  the  facilities  afforded  by  the  Reserve  Bank 
enables  many  member  banks  to  continue  to  extend  credit  at  rea- 
sonable rates,  where,  without  the  ability  to  rediscount,  th^re  would 
undoubtedly  have  been  some  restrictions  on  loans.  The  steadying 
influence  of  the  Reserve  Bank  rates  has  been  quite  noticeable,  and 
the  district  has  been  unusually  free  from  the  fluctuations  in  bank 
rates  shown  in  previous  years. 

Some  of  the  lai^er  banks  have  had  occasion  either  to  rediscount 
or  to  present  15-day  collateral  notes,  but  the  greater  voliune  of  the 
rediscounts  of  the  bank  have  come  from  country  comjnunities  and 
from  comparatively  small  institutions.  The  paper  thus  taken  has 
been  very  largely  agricultural,  and  the  credit  extensions  resulting 
from  the  rediscounts  have  been  to  farmers,  stock  growers,  and 
business  men  at  outsiae  points  in  the  district.  The  service  of  the 
bank  in  equalizing  credit  conditions  by  providing  support  to  member 
institutions  where  it  was  needed  has  been  of  a  substantial  characttf. 
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Member  banks  have  had  the  doable  advantage  of  being  able  to 
discoiint  direct  with  the  Reserve  Bank  at  very  reasonable  rates,  or  of 
going  to  their  correspondents  with  their  paper  and  their  discounting 
it  upon  a  favorable  basis,  as  compared  with  previous  years.  The 
rates  of  the  laiger  city  banks  to  their  correspondents  have  shown  a 
tendency  to  seek  about  the  same  level  as  the  discount  rates  of  the 
Reserve  Bank. 

THE  FEDERAL  RESERVE   BANK  AND  THE   GOVERNMENT. 

In  its  capacity  as  fiscal  agent  of  the  United  States  Government,  the 
functions  of  the  bank  are  not  yet  fully  developed.  In  accordance 
with  instructions  of  the  Secretary  of  ihe  Treasury,  it  has  received  and 
held  Government  deposits  during  the  year,  showing  the  following 
balances  at  the  close  of  business  each  month: 

Oovemment  deposits. 


Januaiy $187,270.12 

February 543,315.73 

March 496,918.72 

April 440,826.60 

May 689,262.52 

June 800, 846. 01 


July $886,116.14 

AuguBt 1,041,839.32 

September 1,096,800.66 

October 940,619.39 

November 841, 639. 03 

December 886.438.00 


In  its  relations  with  the  Treasurer's  department  and  the  Comptrol- 
ler's office,  the  bank  has  enjoyed  the  fullest  and  most  complete 
cooperation  of  the  departmental  heads  and  their  sta£Fs. 

INTEBNAL   llANAOEHENT   OF  THE   BANK. 

Hie  directors  of  the  Federal  Reserve  Bank  of  Minneapolis  showed 
a  keen  interest  during  the  year  in  the  progress  of  the  institution. 
Directors'  meetings  were  well  attended,  and  thorough  and  searching 
consideration  was  given  to  all  of  the  details  of  operation^  current 
progress,  and  opportunities  for  the  further  development  of  the  useful- 
ness of  the  institution.  The  work  of  the  board  of  directors  has  been 
notable  for  the  cooperation  and  harmony  with  which  it  has  been 
prosecuted.  The  executive  committee  followed,  as  in  the  previous 
year,  the  practice  of  meeting  at  noon  on  every  business  day,  and  has 
kept  in  dose  and  constant  touch  with  all  the  activities  of  the  bank, 
giving  especially  rigid  and  careful  attention  to  the  rediscoimt  of  paper, 
purchase  of  acceptances,  bcmds,  and  investments. 

The  clerical  staff  has  rendered  excellent  service,  and  shows  but  a 
sman  increase,  with  the  exception  that  the  development  of  check- 
clearing  operations  during  the  mid-year  period,  and  the  rapidly  in- 
creasing volume  of  work,  necessitated  a  large  increase  in  the  clerical 
force  of  that  department,  and  the  creation  of  considerable  expense 
which  is,  however,  recoverable  through  the  service  charge. 
76284^—17 25 
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The  bank  was  repreeented  on  the  Advisory  Council  at  all  of  its 
sessions  during  the  year. 

The  new  vault  faciUtiee,  completed  October  1,  1915,  provided  for 
the  complete  segregation  of  the  funds  of  the  Federal  Reserve  Agent 
and  the  funds  of  the  bank,  and  the  methods  adopted  at  that  tiine 
have  proven  extremely  satisfactory  during  the  year.  The  bank  enjoys 
the  use  of  two  vaults,  one  of  which  was  available  upon  the  occupancy 
of  our  present  quarters.  It  contains  two  lai^e  and  especially  heavy 
chests  and  affords  facilities  for  the  safe  keeping  of  the  teOers'  funds, 
and  storage  space  for  books  and  documents. 

The  new  vault  is  exclusively  a  money  vault  and  is  employed  for  the 
holding  of  all  of  the  funds  of  the  Federal  Reserve  Agent,  and  all  of  the 
funds  of  the  bank,  except  the  tellers'  cash.  It  is  of  extremely  heavy 
construction  and  is  beUeved  to  be  one  of  the  strongest  safes  in  the 
Western  States.  It  has  complete  electrical  protection  and  is  inspected 
and  guarded  by  a  special  watchman  day  and  night. 

The  bank  was  examined  by  the  chief  examiner  of  the  Federal  Re- 
serve Board  and  his  staff  in  March  and  November.  Both  examina- 
tions were  of  the  closest  and  most  searching  character  and  were  accom- 
panied by  extended  conferences  between  the  chief  examiner  and  the 
official  staff  of  the  bank  as  to  minor  details  of  operation. 

OHEGK  CLEARING  AND  COLLECTION. 

Important  changes,  involving  a  considerable  expansion  in  the 
transit  department,  have  occurred  in  check  clearing  and  colleotion 
during  the  year.  During  the  first  six  months  of  1916  the  so-caQed 
** voluntary"  collection  system  was  in  operation.  This  provided  for 
immediate  credit  for  checks  deposited  with  the  Federal  Reserve  Bank 
drawn  on  banks  which  had  agreed  that  their  checks  were  to  be  charged 
to  their  accoimt  on  day  deposited,  provided  such  checks  were  deposited 
by  banks  which  had  likewise  agreed  as  to  checks  drawn  upon  them.  In 
practical  operation  this  plan  was  not  especially  successful.  The  actual 
collection  of  checks  was  limited  as  to  number  and  amount,  and  the 
chief  benefit  resulting  from  the  participation  of  this  bank  in  clearing 
operations  was  to  increase  the  nimiber  of  banks  on  the  par  lists  of 
member  banks.  During  this  period  the  daily  average  number  of 
items  was  185  and  the  average  daily  amount  of  items  was  $125,138. 

On  July  15,  1916,  the  collection  system  formerly  in  operation  was 
discontinued  and  the  present  check  clearing  and  collection  system,  as 
authorized  and  established  by  the  Federal  Reserve  Board,  was  adopted 
and  put  into  operation.  The  immediate  effect  was  a  lai^e  increase  in 
the  par  list.  The  ninth  Reserve  district  contains  3,408  banks,  of  which 
1,858  are  on  the  par  list  of  the  Reserve  Bank.  A  total  of  302  banks 
have  been  added  to  the  par  list  since  July  15,  an  increase  reflecting 
creditably  on  the  management  of  this  department. 
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The  number  of  items  handled  and  the  amount  of  clearings  and  col- 
lections have  shown  a  constant  and  continuous  increase. 

On  July  1,  1916,  the  Federal  Reserve  Bank  established  a  St.  Paul- 
Minneapolis  clearing  house  for  the  handling  of  inter-city  checks.  This 
IS  separate  and  distinct  from  the  cxurent  operations  of  the  transit 
'department,  and  has  proven  of  great  value  in  adjusting  inter-city 
transactions  by  enablii^g  all  of  the  banks  of  one  city  to  promptly  and 
expeditiously  collect  all  checks  drawn  on  the  banks  of  the  other  city. 
The  resulting  balances  are  settled  on  the  books  of  the  Federal  Reserve 
Bank.  The  service  provided  has  proved  efficient  and  very  satisfac- 
tory to  the  banks  concerned. 

Owing  to  the  operation  of  this  plan  the  Federal  Reserve  Bank  con- 
siders as  reserve  on  day  of  receipt  checks  on  aU  St.  Paul  banks  as  well 
as  those  on  Minneapolis  banks.  The  operations  of  the  Twin  City 
clearing  house  from  its  organization  to  the  close  of  the  year  1916  were 
as  follows: 

Clearings  through  Federal  Reserve  Banky  1916, 


July $63,180,272.59 

August 76,388,551.28 

September 88, 227, 585.  25 

October 113,996,837.88 


November |122, 975, 218.  32 

December 109, 069, 589.  72 


Total 573,838,055.04 


The  operations  of  the  transit  department,  showing  total  of  check- 
clearing  and  collection  operations  from  July  15  to  the  close  of  the 
year  were  as  follows: 
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FEDERAL   RESERVE    NOTES. 

The  policy  of  the  bank  with  respect  to  the  issue  of  Federal  Reserve 
notes  has  not  been  altered  or  changed  during  the  year.  Careful  con- 
sideration has  been  given  to  every  method  of  promptly  meeting  th^ 
currency  needs  of  the  district,  and  an  additional  issue  of  $9;880,000 
has  brought  the  total  of  Federal  Reserve  notes  in  circulation  at  the 
close  of  the  year  up  to  more  than  twenty  million  dollars.  Such  altera- 
tion in  policy  as  has  occurred,  if  any,  was  entirely  confined  to  a  more 
active  effort  than  in  1915,  to  substitute  Federal  Reserve  notes  for 
gold,  withdrawing  the  latter  from  circulation  for  storage  in  the  bank 
vaults.  Many  obstacles  present  themselves  when  any  'attempt  is 
made  to  thus  acquire  gold  holdings,  yet  the  careful  pursuance  of  the 
policy  of  encouraging  the  deposit  of  gold  has  had  very  satisfactory 
results,  with  a  continued  improvement  in  the  gold  position  of  the 
bank  during  the  year.  The  cooperation  of  interested  member  banks 
has  been  a  valuable  contributing  factor  in  obtaining  this  result. 

Federal  Reserve  notes  issued  by  this  bank  have  uniformly  had 
throughout  the  year  the  full  gold  cover  of  100  per  cent.  The  denomi- 
nations and  issue  by  the  Federal  Reserve  Agent's  department  of  new 
and  used  notes  during  the  year  are  shown  in  the  following  table: 

Federal  Reserve  note  issues. 
Fives: 

New $2, 840, 000 

Uaed 880, 000 

$3,  720, 000 

Tens: 

New 2, 480, 000 

Used 775, 000 

3,255,000 

Twenties: 

New 2,320,000 

Used 255, 000 

2,575,000 

Fifties: 

New 70, 000 

Uaed 50,000 

120,000 

One  hundred? 

New 170, 000 

Used 40, 000 

210, 000 

Total: 

New 7, 880, 000 

Used 2,000,000 

9,880,000 

The  following  table  shows  the  destruction  of  unfit  Federal  Reserve 
notes  in  the  Treasury  Department  at  Washington,  the  total  held  by 
the  bank  and  the  Federal  Reserve  Agent's  department  pending  de- 
struction, and  the  total  of  destroyed  and  unfit  notes  for  the  year: 
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Redemption  and  destruction  of  notes . 

Destroyed  at  Washington $895, 955 

Held  to  be  destroyed: 

Bank $1,200,000 

Agent 600, 000 

1,700,000 

Total  destroyed  and  unfit  for  use 2, 596, 955 

The  inter-district  movement  of  Federal  Reserve  notes  issued  by 
this  bank  is  disclosed  in  the  items  in  the  following  table,  showing 
receipts  from  other  Federal  Reserve  Banks.  The  items  showing 
shipments  to  other  Federal  Reserve  Banks  indicate  Federal  Reserve 
notes  segregated  and  returned  by  the  Federal  Reserve  Bank  of  Min- 
neapolis to  the  bank  of  issue. 

Inter-district  Reserve  note  jnovement. 


Boston. 


Recelyed 
from. 


Shipped 
to. 


New  York. 


Reoeiyed 

from. 


Shipped 
to. 


Philadelphia. 


Recetved 
from. 


supped 

tOw 


January . . . 
February . 
ICarch.... 

AprU 

May 

June 

July 

August... 
September 
October... 
November 
December. 


$7,000 
4,000 
4,000 
4,000 
4,000 
5,000 
3,000 
8,500 
8,000 
7,000 
6,000 
8,000 


SI,  185 
255 


1,000 
1,000 
1,000 
1,000 
2,000 


2,000 
1,000 


162,350 
66,950 
65,900 
56,300 
28,100 
47,000 
56,500 
82,900 
62,200 
63,400 
74,600 
64,600 


S14,540 
9,115 
8,000 
9,000 
17,500 
15,000 
14,000 
16,000 
10,000 
13,000 
11,500^ 
9,000 


$3,600 
4,000 
4,000 
5,000 
5,000 
2,000 
4,000 
4,000 
6,000 
5,000 
4,000 
5,000 


1,001 
1,001 
1,000 
1,000 
1,000 
1.001 
1,000 


1,« 


Cleveland. 


Richmond. 


Atlanta. 


Received   Shipped 
from.  to. 


Received   Shipped 
from.  to. 


Received 
from. 


Shipped 
to. 


lanuary . . . 
February . . 

March 

M)rU 

May 

June 

July 

August 

September. 

October 

November . 
December.. 


$4,060 
2,000 


1,500 
2,000 
3,850 
2,980 
3,000 
3,640 
3,700 
3,000 
3,400 


$4,075 
2,360 
1,500 
2,500 
4,000 
2,500 
3,000 
4.000 
2,500 
3,000 
2,500 
2,000 


$675 


2,000 


1,000 
1,000 
1,375 


1,750 


$1,780 
420 
2,000 
1,000 
3,000 
1,000 
2,500 
2,000 
1,500 
2,500 
1,000 
500 


$3,200 
1,075 
o  530 
1,070 
1,920 
1.940 


2,670 
1,250 
1,000 
1,040 
2,135 


12,3% 

W 

a;ooo 

1,000 
3,0Q0 

3,000 
2,000 
1,100 


Chicago. 


Received   Shipped 
from.  to. 


St.  Louis. 


Received   Shipped 
from.  to. 


Kansas  City. 


Received  Shipped 
from.  to. 


January... 
February . 

March 

April 

lilay 

June 

July 

August 

September 
October. . . 
November. 
December. 


$159,500 
96,000 
175,000 
157,000 
226,000 
207,000 
160,000 

458,000 
229,000 
225,000 
140,000 
254,000 


$6,870 
3,510 
4,000 
4,000 
6.000 
5,000 
4,000 
6,000 
3,500 
4,000 
4,000 
2,500 


$3,500 
20,895 
11,800 
7,545 
15,980 
4,350 
8,500 
16,400 
11,200 
12,400 
13,700 
13,800 


$1,935 
355 
2,000 
1,000 
4,000 
2,000 
2,000 
3,500 
1,500 
3,500 
2,000 
2,000 


$7,630 
4,475 
3,490 
1,770 
2,480 
1,480 


2,500 
*5,*675 


$10,756 
6,375 
5,500 
7,000 
13,000 
10^000 
10^  600 
14,500 
9,000 
HOOD 
11,500 
10.000 
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January 

February.. 

Mardi, 

April 

Miy 

June 

July 

August 

September. 

October 

November. 
Deoember.. 


Dallas. 


Received 
from. 


$3,455 
1,250 
2,300 
1,500 
2,135 
1,300 
2,215 
1,110 
1,500 
3,425 
1,500 


Shipped 
to. 


$5,240 
3,325 
2,500 
4,000 
5,500 
5,000 
4,000 
7,000 
3,500 
5,000 
3,000 
8,500 


San  Francisco. 


Received 
from. 


$6,870 
3,766 
5^425 
6,376 
3,910 
4,430 
4,315 
4,370 
6,920 
10,865 
25,615 
17,410 


Shipped 


$6,685 
4,215 
10,100 
9,000 
28,000 
14,500 
12,000 
21,000 
12,000 
15,500 
12,000 
8,500 


A  longer  period  of  observation  will  be  required  before  a  definite 
determination  as  to  the  average  life  of  a  Federal  Reserve  note  can 
be  reached.  Obviously,  the  conditions  existing  within  the  district, 
the  amoxint  of  use  which  a  note  receives  before  falling  into  the  hands 
of  another  reserve  bank  and  being  sent  back  for  redemption^  and 
other  factors,  will  have  an  important  bearing  upon  this  subject. 
Considering  the  cost  of  printing  and  engraving  Federal  Reserve 
notes,  which  is  borne  by  the  issuing  Federal  Reserve  Bank,  the  ques- 
tion is  important.  Observation  to  this  datejwould  indicate  that  a 
long  life  can  not  be  expected  of  these  notes,  although  manj  of  them 
will  go  out  into  circulation  and  remain  in  the  hands  of  the  pubUc  for 
long  periods.  The  experience  so  far  had  with  notes  sent  by  com- 
mercial banks  to  the  Treasury  Department  at  Washington  for  credit 
and  destruction,  indicates  that  the  proportion  of  such  notes  held  out 
and  returned  to  this  bank  as  being  still  fit  for  use  will  be  at  aU  times 
small.  This  is  accoimted  for  by  the  fact  that  commercial  banks  will 
not  ordinarily  send  notes  to  the  Treasury  Department  for  destruction 
unless  received  over  their  coimters,  and  they  have  already  had  such 
use  as  to  be  unfit  for  further  circulation.  The  experience  of  the  year 
indicates  that  a  considerable  proportion  of  the  notes  caught  by  the 
Federal  Reserve  Banks  in  other  districts  and  returned  in  accordance 
with  the  law  to  this  bank  for  redemption  are  fit  for  issue  a  second 
time.  Experiments  made  during  the  year  with  the  laundering  of 
Federal  Reserve  notes  have  been  only  partially  successful. 

The  bank  may  undoubtedly  look  forward  to  a  period  when  the 
reissue  of  used  Federal  Reserve  notes  will  be  very  small  in  proportion 
to  the  amount  of  new  notes  put  into  circulation.  There  is  an  increas- 
ing demand  upon  the  part  of  the  pubhc  for  fresh,  clean  money.  The 
chief  usefidness  of  the  used  notes  so  far  reissued  has  been  to  take  care 
of  the  temporary  crop-moving  demand  in  the  fall  of  the  year.  As  the 
demand  for  fresh  money  grows,  the  bank  wUl  be  obhged  to  meet  an 
increasing  cost  for  the  currency  thus  issued. 
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The  following  tables  show  Federal  Reserve  notes  received  and 
issued  since  organization,  amounts  destroyed,  and  stock  on  hand,  also 
details  of  issue  and  cost: 

Notes  received  and  issued. 


Denomination. 

Received 

fromoomp- 

troUer. 

Returned 
to  agent 
by  bank. 

Issued  to 
banlE 
(new). 

Reissoed 
to  bank 
(used). 

Destroyed 
at  Wash- 
ington. 

Ontand. 

Fives 

$9,180,000 
8,120,000 
6.400.000 

$1,237,000 
890,000 
285,000 
50,000 
40,000 

$8,600,000 

7,440,000 

5,440,000 

180,000 

320,000 

$882,000 

775^000 
256,000 

2'2S2 
40,000 

$467,736 

280,910 

132,310 

2,400 

3,600 

«'SSS 

Tens ■ 

Twenties 

980,001 

Fifties 

One  hundreds 

'So;  000 

400,000 

Is 

24,500,000 

2,502,000 

21,880,000 

2,002,000 

896,956 

3,12^« 

New  notes  issued  to  hank  and  cost. 


Cost. 

Amomt 

FederalReservenotesissued  tobankNov.  16, 1914,  toDec.  31, 1915 

$18,701.27 
9,866.00 

$14,000,600 

Federal  Reserve  notes  issued  to  bank  Jan.  1, 1916,  to  Dec.  31, 1916 

rMS 

Total 

28,567,33 

21,8SO,«)0 

Amount  of  notes  destroyed  at  Washington  to  Dec.  31, 1916 

895,095 

Amniint  ftf  nnf^t  f>ot4»fl  JiaM  by  pgent  l^ec,  -^J,  '9*6 . .   . , . ,                r . . , .  ^ . 

500  000 

Ani<iiint  of  unfit  notw?  held  by  bank  Dec.  31,'  1916 

i,aoo;on 

Total *. 

2,595,965 

Balance  of  notes  fit  for  use  on  which  all  costs  have  been  paid 

19,284,015 

In  addition  to  the  new  Federal  Reserve  notes  issued  by  the  Federal 
Reserve  Agent  to  the  bank  during  1916  there  was  a  reissue  of 
$2,000,000,  making  a  total  of  $9,880,000  for  the  year.  As  soon  as 
new  notes  are  taken  from  the  agent  the  full  cost  is  charged  to  expense 
at  the  rate  of  ^$36.04  per  thousand  sheets  of  notes.  This  rate  will  be 
in  effect  until  we  have  used  up  our  original  order  of  $30,000,000,  the 
cost  on  further  preparation  of  notes  being  at  the  rate  of  $34.37  per 
thousand  sheets. 

The  following  table  shows  the  details  of  the  cost  of  printing  Federal 
Reserve  notes,  the  items  making  up  the  cost  per  thousand  notes,  and 
the  cost  per  thousand  dollars  of  the  various  denominations  delivered 
at  Minneapolis : 


Denomination. 

Number 
of  plates. 

Maximum 
number 
notes. 

Number 
of  notes 
printed. 

Cost  of 
plates. 

Fives 

Tens 

Twenties 

19 
7 
;           3 
2 
2 

$3,800,000 

1,400,000 

600,000 

400,000 

400,000 

82,800,000 

816,000 

252,000 

16,000 

30,000 

$1,274.00 
460.37 

aoLU 

Fifties 

One  hundreds 

134.  n 

134.11 

Total 

33. 

6,600,000 

3,904,000 

2,21174 
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Cost  per  IfOOO  notes  (undelivered). 

Platee $0,335 

Piper 1.167 

Prmting 7.608 

Total 9.01 

Cost  per  f  1,000  (delivered). 
[Based  on  present  rates.] 


Fives. 

Tens. 

TwenUes. 

FiRies. 

One 
hundreds. 

Plates 

ia0671 
.2334 
1.M17 

ia0335 
.1167 
.7608 

iaoi67 

.05S4 
.3754 

$a0067 
.0233 
.1502 

la  0033 

Paper 

.0117 

Prmhnz 

.0751 

Undelivered 

1.8022 
.05 
.12 

.9010 
.0960 
.12 

.4506 
.0480 
.12    „ 

.1802 
.0102 
.12 

.0001 

Postage 

.0096 

.12 

DeUvered 

1.9722 

1. 1171 

.6185 

.3194 

.2197 

The  Bureau  of  Engraving  in  Washington  has  been  inconvenienced 
during  the  year  through  the  shortage  of  dyestuffs,  banks  experi- 
encing some  difficulty  with  respect  to  the  paper  situation,  lliese 
obstadee  have  been  to  a  considerable  extent  surmounted,  with  a 
corresponding  improvement  in  the  wearing  quaUty  and  workmanship 
of  the  notes. 

It  has  been  the  practice  of  the  Federal  Reserve  Agent's  depart- 
ment throughout  the  year  to  maintain  in  the  vaults  of  the  bank  an 
average  amoimt  of  $5,000,000  in  new  and  unissued  Federal  Reserve 
notes  of  the  denominations  chiefly  required  by  the  banks  of  the  dis- 
trict, and  to  request  shipments  from  the  reserve  supply  held  by  the 
Treasury  Department  in  Washington  to  offset  from  time  to  time 
issue  of  notes  by  the  bank. 

It  was  the  practice  during  the  fall  and  winter  a  year  ago  to  gradu- 
ally accumulate  used  notes  in  fit  condition  returned  by  the  bank 
to  the  Federal  Reserve  Agent,  storing  them  against  prospective 
crop  moving  demands.  This  method  has  proven  effective  in  guar- 
anteeing an  immediate  and  adequate  supply  of  notes  against  all 
demands. 

The  notes  so  held,  together  with  all  gold  and  collateral  standing 
against  notes  in  circulation,  are  kept  in  a  special  vault  compart- 
ment, separate  and  distinct  from  the  vault  accommodations  of  the 
bank,  and  subject  to  entry  only  by  the  Federal  Reserve  Agent,  or 
his  representative.  Methods  for  handling  and  protecting  such  funds 
have  been  made  the  subject  of  special  study  and  investigation,  and 
are  believed  to  afford  the  fullest  possible  d^ree  of  protection. 

ELECTION   OP  DIRECTORS. 

Pursuant  to  law,  a  circular  announcement  of  an  election  to  fill 
one  vacancy  each  in  class  A  and  class  B  was  issued  to  the  301  banks 
composing  group  1,  on  October  2.    As  a  result  thereof  132  banks 
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qualified  by  selecting  electors,  and  the  electors  in  due  process  cast 
121  ballots.  For  the  vacancy  occurring  in  class  A,  Mr.  E.  W.  Decker, 
of  Minneapolis,  received  118  votes  and  was  declared  reelected  for  a 
second  term  of  three  years,  beginning  January  1 .  In  class  B,  Mr.  F.  R. 
Bigelow,  of  St.  Paul,  received  119  votes  and  was  declared  reelected  for 
a  second  term  of  the  same  period,  beginning  at  the  same  date. 

On  December  19  the  chairman  received  official  notification  from  Uie 
Federal  Reserve  Board  of  the  reappointment  of  Mr.  John  W.  Black, 
of  Houghton,  Mich.,  as  class  C  director  for  a  three-year  term,  begin- 
ning January  1. 

An  increased  interest  was  manifested  as  compared  with  the  elec- 
tion of  one  year  before  in  which  groups  2  and  3  participated,  but  the 
ballots  cast  were  far  short  of  the  total  number  of  banks  entitled  to 
vote,  and  many  institutions  did  not  avail  themselves  of  the  very 
important  rights  enjoyed  tmder  the  law  in  making  their  independent 
nominations  and  casting  their  ballots. 

PAYMENT   OF  FIBST  DIVIDEND. 

It  was  with  special  satisfaction  that  the  officers  and  board  of  di- 
rectors, upon  authorization  of  the  Federal  Reserve  Board,  were 
permitted  to  annoimce  the  payment  on  December  30th  of  the  first 
dividend,  at  the  rate  of  6  per  cent  established  by  law,  covering  the 
first  eight  months  of  operation  of  the  bank,  to  all  stockholders  of 
record  on  June  30,  1915.  The  disbursement  so  required  amounted 
to  $57,720,  and  a  substantial  balance  remaining  after  payment  of  the 
dividend  was  transferred  to  profit  and  loss  accoimt. 

The  coiuse  of  business  during  the  year  indicates  that  incident  to 
the  increasing  effectiveness  of  the  service  rendered  by  the  bank 
there  is  a  corresponding  improvement  in  its  revenues,  and  that  its 
gradual  development  constantly  adds  to  its  ability  to  meet  the  obli- 
gations imposed  by  laW. 

The  bank  closes  the  year  with  a  substantial  increase  of  activity  in 
all  departments,  with  closer  and  more  effective  touch  with  its  mem- 
bership, and  with  an  increased  confidence  on  the  part  of  the  general 
pubUc.  It  appears  to  be  clear  that  it  is  making  rapid  progress 
toward  efficient  performance  of  the  fimctions  devolving  upon  it 
imder  the  law,  and  toward  a  full  degree  of  banking  service  to  its 
members  and  of  service  to  the  public  at  large  that  may  be  expected 
of  it. 

CONCLUDING   REMARKS. 

The  poUcy  of  the  bank  throughout  the  year  has  been  to  conduct 
its  operations  carefully,  economically,  and  efficiently.  Wherever 
possible,  it  has  avoided  incurring  expense,  beheving  that  its  first 
obligation  was  to  liquidate  the  cost  of  oiganization  and  make  pro- 
vision for  the  wiping  out  of  its  fixtures  and  equipment  account. 
The  cost  of  Federal  Reserve  notes  has  been  charged  off  from  month 


Digitized  by  VjOOQ IC 


DISTRICT   NO.  9 — MINNEAPOLIS. 


389 


to  month  as  the  note  circulation  has  expanded,  and  the  expense  inci- 
dent to  circulation  in  excess  of  $20;000;000  has  thus  been  written  off. 

The  results  of  careful  adherence  to  this  pohcy  have  been  substantial 
and  are  disclosed  in  the  comparative  general  balance  sheets  of  1915 
and  1916,  which  follow. 

The  satisfactory  result  of  the  year  could  hardly  have  been  accom- 
plished without  the  loyal  and  intelligent  cooperation  of  the  official 
and  clerical  force  of  the  bank.  The  staff  at  the  end  of  the  year 
remains  approximately  the  same  as  a  year  ago,  the  only  exception 
being  the  increase  in  the  force  employed  in  the  transit  department 
incident  to  the  rapid  expansion  of  check  clearing  operations. 

In  aU  the  departments  there  has  been  keen  interest  in  the  success 
of  the  bank's  operations,  and  the  officers  and  employees  have 
demonstrated  a  spirit  which  has  been  of  the  utmost  value  in  solving 
numerous  problems  presenting  themselves  from  day  to  day,  and 
bringing  about  adjustments  incident  to  the  establishment  of  thor- 
oughly efficient  methods  of  work.  In  an  institution  only  26  months 
old,  established  to  have  a  practical  usefulness  in  a  new  and  imtried 
field,  the  problem  of  organization  and  of  the  development  of  settled 
and  effective  methods  of ^work  has  been  difficult.  The  bank  closes 
the  year  after  having  reached  a  high  degree  of  operating  efficiency. 

In  all  departments  there  is  ample  evidence  that  the  adjustments 
involved  in  establishing  settled  poUcies  and  methods  have  been 
satisfactorily  accomplished. 

Statement  of  condition  Dec.  Sly  1926, 


BESOUBCES. 


BiUs  dJsootinted— members 

Bankers'  acoeptanoes 

United  States  Donds  and  notes 

State  and  municipal  warrants 

Aocmed  interest  on  United  States  securities 

Furniture  and  equipments  (Including  new  vault  and  safes) 

Organixatlon  ei^ense 

Cost  of  Federal  Keser  ve  notes,  unissued 

Expenses  paid  In  advance 

Doe  from  other  Federal  Reserve  Banks 

Doe  from  banks  and  bankers,  also  deferred  debits  to  members.. 
National  bank  notes  and  Federal  Reserve  notes,  other  banks. . . 

Federal  Reserve  notes  on  hand 

Other  lawful  money 

GoW  certificates  and  gokl  coin 

Gold  in  settlement  fund 


UABOLITIES. 


Condition 
Dec.  31, 1918. 


985,183.75 
199.990.55 
178,fl87.86 
560,664.72 
15,607.73 
50,274.19 


16,295.18 

1,250.00 

598,997.07 

449,929.61 

18,800.00 
374,585.00 
179,552.47 
775,637.00 
064,000.00 


37,487,463.12 


Capital 2,609,700.00 

Profit  and  loss 44.541.27 

Discount  and  interest  unearned !  36, 274. 45 

Discount  on  United  States  bonds 22, 534. 74 

Withheld  for  Federal  hicome  tax !  176.25 

Government  deposits 886, 437. 51 

Caahiflr's  checks I  6,680.45 

Due  to  other  Federal  Reserve  Banks 4,347,156.58 

Due  to  member  banks 29,534,961.87 


Gold  with  Federal  Reserve  Agent  to  retire  outstanding  Federal  Reserve 
notes 


37,487,463.12 
20,484,045.00 


Condition 
Dec.  31,1915. 


SI,  244, 615. 71 

477,806.40 

1,328,820.00 

910,513.28 

6,473.42 

54,159.64 

32,341.71 

19,932.85 


4,390,094.20 


8,945.00 

888,390.00 

21,416.95 

3,747,296.00 

4,355,000.00 


16,466,407.16 


2,546,850.00 


18,963.25 
7,080.14 


1,822.20 

26,340.33 

13,865,362.24 


16,466,407.16 
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Profit  and  loss  account — 1916, 

Gross  earnings  Jan.  1,  1916,  to  Dec.  31,  1916 $238,108.08 

Less: 

Assessment  for  expenses  Federal  Reserve  Board $8, 962. 07 

Cost  of  new  Federal  Reserve  notes  issued  during  year 9, 866. 06 

Operating  expenses 79, 877. 70 

98,705.83 

Excess  of  earnings  ovier  current  expenses 139, 402. 9b 

Less  the  following  items  charged  on : 

Organization  expense 32, 341.  71 

Depreciation  of  furniture  and  fixtures 4, 800. 00 

Dividend  for  period  Nov.  2,  1914,  to  July  1,  1915 57, 719.  87 

94,861.58 

Balance  carried  forward 44, 541. 27 

Gross  earnings  by  months — 1915  and  1916. 


1916 


1916 


1016 


1915 


January., 
February. 

March 

April 

l£y 

June 

July 


11,471.21 
10,900.70 
11,724.58 
12,480.09 
15,782.63 
17, 154. 86 
20, 35a  25 


4,209.52 
4,014.06 
4,932.92 
5,100.33 
5,942.45 
6,741.82 
9,038.91 


August 

September. 
October... 
November. 
December. 

Total 


25,074.88 
27, 17a  94 
30,212.02 
88,6ea58 
27,116.39 


238,108w66 


10.76140 

io,gein 

13,3n.M 

i2,m« 

iimtt 


»,eoaLSi 


Classification  of  earnings. 


1916 


1915 


Bills  discounted,  member  banks 

Bankers'  acceptances 

United  States  bonds  and  notes 

State  and  municipal  warrants 

Sundry  profits  including  interest  gd  transfer  drafts 

Total 


900,937.81 
60,008L78 
69,206.49 
94,267.00 
23,638.61 


150,4881^ 
53I7.« 

i8,ns.» 

3^«3a82 
4^14&» 


238,108.68 


99.eC9.Jl 
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FINANCIAL   RESUI.T8   OF  OPERATION. 

The  year  has  witnessed  a  greater  redundancy  of  loanable  funds  in 
the  banks  of  this  district  than  ever  before.  As  a  consequence,  and 
owing  to  the  lack  of  requests  by  member  banks  to  rediscount,  the 
investment  operations  of  this  bank  have  been  confined  largely  to 
open-market  transactions,  under  the  provisions  of  section  14  of  the 
Federal  Reserve  Act.  This  report  will,  however,  show  an  earning 
account  in  excess  of  expenses  and  current  dividend  requirements. 
Statement  attached  hereto  and  designated  Schedule  A  shows  a  com- 
parative income,  profit  and  loss  account  as  of  December  31,  1915 
and  1916. 

Out  of  the  current  earnings  it  has  been  possible  to  pay  dividends 
to  June  30,  1915,  as  well  as  to  charge  off  all  organization  expense^. 
Surplus  earnings  now  on  hand  indicate  the  further  liquidation  of 
cumulative  dividends  at  an  early  date.  This  favorable  result, 
attained  during  a  period  of  lax  demand  for  rediscounting,  reason- 
ably assures  the  ultimate  payment  of  full  dividend  with  the  return 
of  normal  conditions. 

Schedule  B- herewith  is  a  comparative  detailed  statement  as  of  the 
close  of  business  December  31,  1915  and  1916.  The  material  increase 
in  the  amount  due  to  member  banks  has  been  due  primarily  to  the 
payment  of  reserve  installments  required  on  May  16  and  November 
16,  1916,  and  further  to  the  amendment  to  the  Federal  Reserve  Act 
permitting  member  banks  to  carry  with  Federal  Reserve  Banks  any 
portion  or  all  of  the  cash  reserve  previously  required  to  be  carried 
in  their  vaults.  The  response  *to  the  Board's  circular  setting  forth 
the  desirability  of  a  further  concentration  of  gold  in  the  Federal 
Reserve  Banks,  through  the  privileges  of  this  amendment,  has  been 
highly  gratifying. 

The  large  increase  in  balances  due  to  and  from  other  Federal 
Reserve  Banks,  as  reflected  by  the  comparative  statements,  is  a 
result  of  the  interdistrict  clearing  operations.  The  amount  due  from 
banks  and  bankers,  shown  in  the  statement  of  December  31,  1916, 
represents  nonmember  items  in  process  of  collection,  handled  in 
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accordance  with  the  provisions  of  the  new  collection  plan.  Other 
items  in  the  comparative  statement  which  show  material  vaiiation 
are  discussed  in  full  under  the  proper  heads  elsewhere  in  this  r^rt. 

GENERAL  CONDmONS. 

At  no  time  in  the  history  of  the  section  embraced  within  the 
boundaries  of  district  No.  10  have  general  commercial  conditions 
been  so  active  and  satisfactory  as  during  the  current  year.  Whole- 
salers, jobbers,  and  retailers  have  regularly  reported  unprecedented 
and  increasing  sales,  with  collections  far  above  the  average.  Manu- 
facturing f acihties  have  been  generally  taxed  to  capacity.  Building 
permits  and  engineering  activities  were  reported  in  increasing  vol- 
ume, while  post-office  receipts,  bank  clearings,  and  deposits  have 
gone  forward  by  leaps  and  bounds,  each  succeeding  month  adding  to 
previous  records.  Mineral  and  oil  industries  have  enjoyed  record- 
breaking  prosperity. 

While  agricultural  production  has  not  been  as  large  as  in  previous 
years,  increased  market  prices  have  more  than  offset  the  shortage, 
and  farmers  have  prospered  as  never  before.  Labor  conditions  have 
been  satisfactory,  except  that  a  general  shortage  has  existed  in 
almost  every  line.  Voluntary  wag^e  increases  have  been  common, 
and  such  differences  as  have  occurred  between  labor  and  employes 
have  been  amicably  adjusted  through  compromises.  At  livestock 
markets  high  prices  have  prevailed,  many  records  being  broken  in 
receipts  as  well  as  in  prices  paid.  Bank  deposits  have  been  unpre- 
cedented, but  the  general  lack  of  demand  and  low  level  of  interest 
rates  have  doubtless  resulted  in  no  greater  profit  to  banks,  if,  indeed, 
the  profits  have  equaled  those  of  preceding  years.  Railroad  earn- 
ings have  been  highly  satisfactory  when  consideration  is  given  to  the 
lack  of  cars,  high  cost  of  materials  and  supplies,  and  the  general 
increase  in  operating  expenses.  There  has  also  been  some  diminution 
in  tonnage  occasioned  by  smaller  crops.  The  high  levels  reached  in 
prices  of  farm  products  have  naturally  been  followed  by  an  increase 
in  price  of  many  necessities  of  life. 

INVESTMENT  OPERATIONS. 

Schedule  C  herewith  is  a  report  of  rediscotmts  for  member  banks 
during  the  year,  distributed  by  States  and  maturities  as  of  date  of 
discount,  also  the  volume  of  business  by  months,  record  of  the  nature 
of  the  paper  discoimted,  number  and  average  amoimt  of  notes  redis- 
coimted,  maximum  and  minimum  amount  held,  and  number  and 
amoimt  of  offerings  rejected  in  whole  or  in  part.  It  will  be  interest- 
ing to  note  from  this  schedule  that  practically  all  of  the  requests  to 
rediscoimt  came  from  points  outside  of  the  larger  cities  of  the  district, 
the  offerings  consisting  largely  of  agricultural  and  live-stock  paper. 
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As  soon  as  the  recent  amendment  to  the  Federal  Reserve  Act  per- 
mittmg  member  banks  to  obtain  fmids  from  Federal  Reserve  Banks 
against  their  own  promissory  notes  became  effective,  a  general  letter 
was  addressed  to  the  members  of  district  No.  10,  outlining  the  pro- 
vision and  annoimcing  the  rate  approved  for  this  form  of  credit.  In- 
asmuch as  these  notes  are  acceptable  for  only  15  days,  and  conditions 
prevailing  in  this  district  have  not  made  it  necessary  to  seek  tempo- 
rary relief  because  of  immediate  need,  no  large  voliime  of  this  paper 
has  yet  been  offered.  It  is  confidently  believed  that  in  periods  of 
imusual  happenings,  imcertainty,  or  stress,  local  or  general,  this  priv- 
ilege will  be  thoroughly  appreciated  and  widely  employed,  especially 
by  the  lai^er  banking  institutions.  Natural  conditions  and  usages 
in  this  district  make  15-day  paper  an  unfamiliar  credit  transaction, 
but,  nevertheless,  a  sufficient  niimber  of  these  offerings  have  been 
handled  to  indicate  that  at  all  times  this  form  of  credit  will  be  re- 
quested to  some  extent. 

While  the  volume  of  trade  acceptances  handled  up  to  date  has 
been  small,  yet  an  active  interest  is  being  manifested  in  this  class  of 
paper  by  commercial  and  credit  associations  in  this  district,  and  this 
interest  has  been  stimulated  in  every  way  possible  by  the  official 
staff  of  this  bank.  It  is  also  gratifying  to  note  that  a  number  of 
member  banks  are  encouraging  this  method  of  settlement  of  accounts. 

Schedule  D  is  a  statement  of  bankers'  acceptances  purchased,  num- 
ber of  items  in  this  class,  and  classification  by  rates  and  maturities. 

Schedule  E  reflects  the  number  and  amount  of  warrants  purchased, 
rates  obtaining,  classification  by  maturities,  and  subdivision  of  the 
aggr^ate  amount  in  municipal  and  State  warrants. 

The  major  portion  of  acceptances  and  municipal  warrants  were 
purchased  for  our  accoimt  by  the  Federal  Reserve  Banks  of  Boston 
and  New  York,  the  warrants  consisting. of  issues  of  eastern  munici- 
palities. It  wiU  be  observed  that  in  the  purchase  of  acceptances  by 
far  the  larger  amoimt  has  been  based  upon  transactions  involving  the 
importation  and  exportation  of  goods,  although  a  small  amoimt  of 
acceptances  based  upon  domestic  transactions  have  also  been  handled. 
There  is  a  growing  interest  in  domestic  acceptances,  as  authorized  by 
the  amendment  to  section  13  of  the  Federal  Reserve  Act,  and  it  is 
anticipated  that  with  the  return  of  normal  conditions  the  use  of  this 
instrument  will  play  a  larger  part  in  commercial  transactions. 

Schedule  F  gives  a  full  and  complete  record  of  all  transactions  in 
United  States  bonds,  providing  descriptions  of  the  different  issues 
handled,  the  purchase  prices,  sales,  the  conversions  of  2  per  cent 
bonds,  and  the  amoimt  of  the  several  issues  on  hand  at  the  close  of 
business  December  31,  1916. 

In  the  early  part  of  the  year  the  directors  of  this  bank  concluded 
to  purchase  United  States  bonds  to  the  extent  of  $10,000,000.     Prac- 
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tically  all  of  such  bonds  were  purchased  which  were  offered  for  sale, 
by  the  member  banks  in  the  district,  either  directly  to  this  bank  or 
through  the  United  States  Treasurer,  imder  the  provisions  of  section 
18  of  the  act.  In  order  to  obtain  protection  for  the  loaning  power  of 
this  bank,  the  circulation  privilege  was  exercised  upon  $8,000,000  of 
bonds  so  purchased.  It  was  not  anticipated  that  this  currency  should 
be  put  into  use  except  in  the  event  of  imusual  demands,  and,  with  the 
exception  of  $2,000,000,  these  notes  were  held  m  vault.  The  $2,000,- 
000  were  put  into  circulation  for  purposes  of  practical  illustration  and 
to  familiarize  the  banks  and  the  public  with  this  form  of  currency. 
Following  the  successful  consummation  of  this  plan,  the  entire 
amount  placed  in  circulation  was  retired  by  a  deposit  of  gold  with  the 
United  States  Treasurer. 

Schedule  G  is  a  recapitulation  of  investment  transactions  as  de- 
tailed in  previous  statements  affecting  these  operations,  and  sup- 
plies information  as  to  the  average  holdings  of  the  several  classes, 
with  the  total  earnings  thereon,  and  the  average  annual  rates  ob- 
tained on  each  class  of  earning  assets. 

In  Schedule  H  wiU  be  found  the  monthly  changes  in  the  reserve 
position  of  this  bank  during  the  year,  covering  percentages  carried, 
required,  and  percentages  in  excess  over  requirements.  The  reserve 
of  this  bank  for  the  year  has  averaged  in  excess  of  60  per  cent. 

MEMBER  BANKS. 

There  have  been  no  changes  in  the  membership  due  to  transf^s 
from  or  to  other  districts  within  the  year.  The  movement  of  mem- 
bership within  the  district  shows  a  small  net  decrease,  as  per  Sched- 
ule I,  giving  a  record  of  the  additions  and  withdrawals  fix>m  mem- 
bership, together  with  the  effect  on  the  total  capital  stock  of  this 
institution.  The  larger  number  of  liquidations  of  national  banks 
has  been  by  reason  of  conversions  to  the  State  system  in  Nebraska. 
The  controlling  influence  in  such  cases  as  have  come  to  the  attention 
of  the  officers  of  this  bank  has  not  been  dissatisfaction  with  the 
national  system  nor  with  membership  in  the  Federal  Reserve  Bank^ 
but  because  of  the  popularity  of  the  Nebraska  law  guaranteeing 
deposits. 

Relations  existing  between  this  bank  and  its  members  have  become 
more  and  more  cordial  with  a  growing  appreciation  of  the  fimctions 
of  the  Federal  Reserve  Bank  and  its  vital  part  in  the  national  finan- 
cial plan.  An  increasing  familiarity  with  the  provisions  of  the  law 
and  the  privileges  thereunder  has  had  a  favorable  effect.  No  effort 
has  been  spared  to  make  the  f  acihties  of  the  greatest  service  to  the 
banks  of  the  district.  The  pohcy  has  been  as  liberal  as  the  condi- 
tions and  the  law  would  permit. 
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The  dispatch  with  which  discount  operations  may  be  effected 
through  the  Federal  Reserve  Bank  has  thoroughly  demonstrated  to 
those  who  have  tested  its  faciUties  tixitt  the  early  criticism  with  re- 
spect to  cumbersome  details  was  without  foundation.  This  fact  has 
been  fully  demonstrated  notwithstanding  that  the  poHcy  of  the 
executive  committee,  while  liberal;  has  at  no  time  sacrificed  the 
higher  prerequisites  of  Uquid  commercial  paper.  On  the  contrary, 
the  experience  has  been  that  this  committee  ia  passing  on  offerings 
has  been  able  to  exert  an  influence  resulting  ia  a  better  knowledge 
of  what  constitutes  paper  available  for  discount  and  to  induce  bank- 
ers within  the  district  to  observe  finer  distinctions  in  credit  exten- 
sions. 

In  the  main  there  seems  to  be  manifested  a  thoroughly  coopera- 
tive spirit.  The  real  difficulty  encountered  has  been  in  bringing 
about  a  viewpoint  national  in  its  scope,  the  natural  tendency  being 
to  consider  the  results  of  the  operation  of  the  Act  from  a  purely 
local  standpoint. 

At  every  opportimity  State  banks  and  trust  companies  have  been 
kept  in  touch  with  the  purposes  of  the  system,  and  it  is  believed  that 
these  institutions  are  becoming  more  and  more  cognizant  of  the 
accomplishments  and  possibilities  of  the  Federal  Reserve  Act.  Since 
membership  is  entirely  voluntary  on  their  part,  however,  although 
many  of  them  have  doubtless  considered  joining  the  system,  but  one 
trust  company  and  two  State  banks  have  thus  far  applied  for  atid 
been  granted  membership  in  this  institution.  Some  misapprehen- 
sion doubtless  still  exists,  but  through  correspondence,  pubUc  ad- 
dresses, and  personal  association  with  our  officers  at  conventions  and 
elsewhere,  much  progress  has  been  made  in  creating  a  better  under- 
standing of  the  law  and  its  purposes. 

There  is  submitted  herewith  in  Schedule  J  a  showing  of  the  aver- 
age deposits  of  member  banks  with  this  bank,  indicating  excess  and 
deficient  balances,  for  the  period  from  January  1  to  May  16,  May 
16  to  July  15,  July  15  to  November  16,  and  from  November  16  to 
December  31,  inclusive.  These  divisions  are  intended  to  exhibit  the 
volume  of  deposits  prior  to  the  call  for  installments  of  reserves  due 
May  16  and  November  16,  and  prior  to  the  inauguration  of  the  gen- 
eral clearing  plan  July  15  and  subsequent  thereto,  because  of  the 
changed  conditions  affecting  reserve  funds  due  to  the  provisions  of 
the  new  clearing  plan.  The  figures  given  after  July  15  deal  only 
with  net  balances  and  eliminate  from  consideration  credits  produced 
by  items  in  course  of  collection. 

The  schedule  discloses  that  the  average  of  deficient  balances  shghtly 

exceeds  the  average  of  excess  funds,  with  the  result  that  the. aggregate 

deposits  of  member  banks  have  been  less  than  the  legal  requirement. 

This  condition  is  not  so  marked  since  the  inauguration  of  the  general 
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clearing  plaji;  the  provisions  of  which  estabhsh  a  penalty  for  the 
purpose  of  maintaining  the  required  reserve  balances.  While  this 
penalty  was  not  assessed  withia  the  year  1916,  the  banks  have  been 
fully  informed  on  the  subject,  and  penalties  will  be  assessed  b^in- 
ning  with  the  month  of  January,  1917. 

There  is  further  supplied  in  Schedule  J  a  monthly  record  of  the 
average  number  of  accounts  overdrawn  and  the  average  amounts  of 
overdrafts.  The  amotmts  involved  have  been  inconsiderable  in  pro- 
portion to  the  aggregate  deposits,  and  have  not  been  due  to  a  ten- 
dency to  ignore  requirements  on  the  part  of  any  particular  member 
bank,  but  have  been  the  result  of  error,  oversight,  delayed  mails,  or 
imperfect  records,  speedily  adjusted  in  nearly  every  case.  It  be- 
came necessary  during  the  year,  in  a  few  instances,  to  carry  small 
amounts  of  overdue  paper  pendiug  provision  therefor  by  discounting 
banks.  This,  however,  was  invariably  occasioned  by  lack  of  proper 
attention  on  the  part  of  member  banks,  and  the  average  amount  was 
proportionately  small. 

The  cooperation  of  the  Comptroller  of  the  Currency  has  resulted  in 
copies  of  all  statements  of  member  banks,  made  upon  official  call, 
being  filed  with  our  records,  and  these  reports  are  at  all  times  avail- 
able for  the  use  of  the  executive  committee  in  passing  upon  offerings 
for  discount.  Complete  statistics  are  compiled  from  these  reports 
for  ready  reference.  Prior  to  June  1,  1916,  brief  reviews  of  reports 
of  examination  of  member  banks  were  secured  from  the  chief  na- 
tional bank  examiner,  when  found  necessary.  Since  that  date  copies 
of  all  reports  of  examinations  made  by  the  examiners  attached  to 
that  office  have  been  furnished  for  the  bank's  credit  files,  so  that  at 
this  time  there  is  available  at  least  one  such  current  report  on  each 
member  bank.  This  arrangement  is  appreciably  more  satisfactory, 
such  files  being  immediately  available,  enabling  a  saving  of  time  in 
matters  under  consideration.  The  reports  of  examination  of  the 
State  bank  members,  as  made  to  the  respective  State  banking  de- 
partments, have  been  found  to  be  in  acceptable  form,  and  the  State 
bank  commissioners  have  at  all  times  cooperated  in  every  possible 
manner. 

It  is  gratifying  to  note  that  there  has  not  been  a  failure  of  any 
national  bank  in  the  district  during  the  year.  The  failure  of  but  one 
State  bank  has  been  reported. 

PUBLIO   BELATIOKS. 

In  district  No.  10  the  attitude  of  the  general  public  toward  ihe 
Federal  Beserve  Bank  is  apparently  one  of  friendliness  and  favor. 
It  can  not  be  said  that  this  is  because  the  average  citizen  has  thor- 
oughly digested  the  provisions  of  the  Federal  Reserve  Act  and  com- 
prehended the  fundamental  principles  tmderlying.     Nor  indeed  could 
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it  be  said,  in  the  case  of  the  average  citizen,  that  this  sentiment  is 
due  to  a  personal  recognition  of  the  influence  exerted  over  general 
business  conditions  by  the  operation  of  the  Federal  Reserve  Bank 
but  rather  to  the  recognition  of  the  fact  that  there  exists  for  the  la- 
dividual,  for  the  business  iuterests,  and  for  the  general  public,  a 
bulwark  of  strength,  a  safeguard  against  turbulent  conditions,  and 
a  modem  banking  system  adapted  to  the  commercial  and  financial 
needs  of  all  interests.  That  the  larger  business  and  financial  con- 
cerns have  appreciated  the  influence  exerted,  and  the  stability  pro- 
vided by  the  existence  of  the  system,  can  not  be  questioned.  Public 
appreciation  of  the  influence  of  the  Federal  Reserve  Act  is  developing 
in  a  marked  degree,  as  evidenced  by  the  recognition  given  by  trade 
bodies  and  other  organizations.  This  has  been  especially  noticeable 
in  the  matter  of  furthering  the  use  of  the  trade  acceptance. 

Open-market  operations  of  this  bank  have  been  treated  imder 
mother  head,  and  the  effect  thereof  in  connection  with  the  relation 
of  the  bank  to  the  public  can  not  be  measured  in  this  district  by 
reason  of  the  fact  stated  that,  aside  from  the  purchase  of  Government 
bonds  which  provided  a  market  for  member  banks  to  dispose  of 
their  bonds,  these  transactions  have  consisted  of  investments  allotted 
through  an  agreement  with  eastern  Federal  Reserve  Banks. 

Although  the  volume  of  discoubts  handled  by  this  bank  has  not 
been  large,  it  seems  to  be  generally  conceded  that  the  existence  of 
the  bank,  the  outlet  offered  for  liquid  paper,  and  the  rates  quoted, 
have  undoubtedly  had  a  tendency  to  stabilize  rates. 

This  institution  has  no  department  especially  established  to  con- 
duct .publicity,  or  public  relations  work,  and  what  has  been  accom- 
plished along  this  line  has  been  merely  incidental  to  other  activities. 
The  newspapers  of  the  district  have  been  uniformly  friendly  and 
courteous,  and  have  opened  their  colmnns  freely  to  items  of  general 
public  interest  having  to  do  with  the  general  operation  of  the  bank. 
Public  meetings  have  been  addressed  by  the  officers  at  every  oppor- 
tunity,  and  this  feature,  it  is  believed,  has  had  much  to  do  with  the 
better  understanding  of  the  law  by  the  public  and  the  favorable  im- 
pression that  is  everywhere  apparent.  A  furtherance  of  the  gen- 
eral plan  of  public  r^ations  work  is  believed  to  be  desirable.  The 
monthly  business  review,  covering  conditions  in  the  various  indus- 
tries of  the  district,  is  given  special  attention,  and  has  resulted  in 
closer  relations  with  all  the  important  activities.  Copies  of  this 
review  are  distributed  freely,  and  have  been  eagerly  sought  by  the 
best  publications. 

Since  January  1,  the  date  upon  which  Federal  Reserve  Banks 
were  designated  as  fiscal  agents  of  the  Government,  the  activities 
have  been  confined  to  current  operations  of  the  general  account  of 
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the  Treasurer  of  the  United  States.     The  volume  of  Government 
business  transacted  is  shown  in  Schedule  K. 

Relations  between  this  bank  and  departments  of  the  Government 
with  which  inter-communication  has  been  found  desirable  have  been 
most  satisfactory.  There  has  been  every  evidence  on  the  part  of 
the  United  States  Treasury  and  the  comptroller's  office  of  a  desire 
to  cooperate.  Direct  relations  of  this  bank  with  the  Comptroller  of 
the  Currency  have  been  indicative  of  a  helpful  attitude.  The  cooper- 
ation on  the  part  of  the  chief  national  bwk  examiner  of  the  district 
has  been  especially  cordial. 

NOTE  ISSUES. 

The  general  policy  of  this  bank  has  been  to  further  the  use  of 
Federal  Reserve  notes  as  the  medium  of  exchange  in  the  hands  of 
the  pubUc  wherever  it  could  be  done  with  a  resultant  accumulation 
of  gold  and  gold  certificates. 

Schedule  L  indicates,  with  other  information,  the  amount  of 
Federal  Reserve  notes  outstanding,  or  in  circulation,  the  amonnt 
of  gold  coin  and  gold  cel*tificates  held  against  the  circulation,  Federal 
Reserve  notes  on  hand,  rediscounts  to  secure  Federal  Reserve  notes, 
and  the  gross  amount  of  such  notes  received  from  the  Comptrolkr 
of  the  Currency. 

Schedule  M  shows  in  detail  the  number  of  Federal  Reserve  notes 
by  denominations  and  aggregate  amounts  received  by  the  Federal 
Reserve  Agent,  issued  to  the  bank,  returned  to  the  Comptroller  of 
the  Currency  since  organization,  and  on  hand  at  close  of  business 
on  December  30,  1916. 

It  is  obvious  that  any  computation  of  the  average  life  of  Federal 
Reserve  notes  in  circulation  would  result  in  nothing  more  than  an 
estimate.  It  is  fair  to  assume,  however,  that  notes  issued  within 
the  year  1916  have  noj;  been  destroyed  except  by  some  unusual 
happening.  Upon  the  theory,  therefore,  that  the  total  destruction 
to  date  has  been  from  the  issues  prior  to  1916,  the  nearest  approach 
to  a  conclusion  would  show  an  average  life  of  the  notes  issued  in 
this  bank  in  excess  of  tested  experience  with  other  issues.  Thk  is 
apparently  an  inaccurate  estimate,  and  it  is  believed,  with  longer 
experience  than  has  been  possible  under  the  Federal  Reserve  Act, 
that  some  more  definite  conclusion  may  be  reached. 

The  number  of  mutilated  notes  on  hand,  as  shown  in  this  schedule, 
is  accounted  for  by  the  fact  that  until  recently  no  adequate  arrange- 
ment was  arrived  at,  relieving  the  Federal  Reserve  Agent  of  the 
responsibihty  for  losses  without  undue  expense  in  shipment.  As  soon 
as  a  satisfactory  plan  was  accepted  an  order  was  placed  for  the  neces- 
sary perforating  machine,  the  receipt  of  which  has  been  delayed.  No 
Federal  Reserve  notes  have,  therefore,  been  forwarded  for  redenap- 
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tion  from  this  bank.  The  amount  of  notes  returned  to  the  Comp- 
troller of  the  Currency  consists  of  those  forwarded  direct  to  that  oflSce 
from  other  sources. 

Schedule  N  will  show  the  trend  of  Federal  Reserve  notes  of  this 
district  and  the  extent  to  which  they  have  circulated  and  been  returned 
from  other  districts,  as  well  as  the  record  of  such  notes  of  other  dis- 
tricts received  by  this  bank  and  returned  to  the  issuing  bank. 

All  cost  incidental  to  the  issue  of  Federal  Reserve  notes  prepared 
for  the  use  of  this  district,  whether  put  into  circulation  or  held  in 
reserve,  is  charged  to  a  special  account  as  paid  and  prorated  into 
extraordinary  expense  of  the  bank  as  the  notes  are  delivered  by  the 
Federal  Reserve  Agent  to  the  bank  for  circulation.  The  cost  for  this 
district,  exclusive  of  the  expense  incidental  to  the  return  of  notes  of 
this  bank  by  other  Federal  Reserve  banks  and  the  cost  of  redemption, 
is  approximately  1  cent  per  note.  Inasmuch,  however,  as  the  cost 
per  note  is  proportionately  larger  for  the  smaller  denominations,  as 
compared  with  the  cost  per  thousand  dollars  of  issue,  it  is  manifestly 
impossible  to  set  up  a  figure  as  the  actual  cost  per  thousand  dollars, 
because  of  the  varying  denominations  requested.  The. experience 
thus  far  would  approximate  $1  per  thousand  on  the  average  circu- 
lation of  all  denominations,  taking  into  consideration  only  the  actual 
cost  of  manufacture  and  transportation. 

The  expense  incident  to  the  return  of  the  notes  of  this  bank  by 
other  Federal  Reserve  banks  has  averaged  about  25  cents  per  thou- 
sand dollars,  which,  proportionate  to  the  issue,  would  add  to  the 
estimated  per  thousand  dollar  cost  herein  given  almost  4  cents.  In 
addition  to  this,  it  is  estimated,  on  the  basis  of  the  entire  circulation, 
that  the  expense  of  redemption  will  increase  the  per  thousand  dollar 
cost  so  that  the  figures  available  at  this  time  would  justify  a  gross 
estimate  of  $1.10  per  thousand  dollars  of  the  average  circulation 
should  the  percentage  of  denominations  issued  remain  as  they  have 
been  in  the  past.  It  will  be  understood  that  the  figures  here  given 
are  approximate  .estimates,  and  Schedule  O  of  this  report  will  exhibit 
the  total  Federal  Reserve  notes  issued  for  circulation  and  the  actual 
expense  of  the  issue,  as  well  as  other  detailed  information  from  which 
the  conclusions  stated  have  been  reached. 

Of  a  total  amoimt  of  $8,000,000  of  Federal  Reserve  bank  notes, 
which  were  prepared  for  this  bank,  $2,000,000  were  used  in  demon- 
strating the  practicabihty  of  the  issue  and  circidation  of  these  notes, 
as  previously  referred  to  in  this  report.  In  order  to  avoid  the  tax  on 
this  circidation  an  equivalent  amount  of  gold  has  been  deposited  with 
the  Treasurer  of  the  United  States,  and  the  net  imissued  amount  of 
Federal  Reserve  bank  notes  is  now  $6,000,000.  As  the  one-half  per 
cent  tax  per  thousand  annually  on  this  circidation,  added  to  the  cost 
of  issue,  is  in  excess  of  the  cost  of  Federal  Reserve  notes,  it  is  not  con- 
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templated  that  any  further  use  will  be  made  of  the  Federal  Reserve 
bank  notes,  of  which  the  entire  $6,000,000  are  now  held  in  vault, 
except  in  emergency. 

It  has  been  the  poUcy  of  the  Federal  Reserve  Agent  to  have  on 
hand  at  all  times  an  ample  amotmt  of  Federal  Reserve  notes,  not 
only  to  supply  the  usual  requirements  but  to  meet  any  occasion  that 
might  arise.  To  this  end  approximately  $3,000,000  of  these  notes, 
largely  in  smaller  denominations  have  been  carried  in  vault  unissued. 
In  addition  thereto  $3,000,000  was  transferred  and  has  been  held  in 
the  subtreasury  at  St.  Louis,  available  upon  short  notice.  It  has 
furthermore  been  the  poUcy  to  have  printed  and  in  stock  in  Wash- 
ington Federal  Reserve  notes  sxifficient  to  bring  the  abrogate  to  an 
amount  approximating  the  total  note  issuing  power  of  this  bank. 

MANAGEMENT. 

It  has  been  deemed  advisable  to  continue  the  regular  meetings  of 
the  board  of  directors  on  the  second  and  fourth  Thursdays  of  each 
month  during  the  current  year.  These  meetings  have  been  attended, 
as  a  rule,  by  the  full  membership,  and  in  addition  to  an  examination 
and  approval  of  the  actions  taken  by  the  executive  committee,  full 
reports  of  the  operations  of  the  bank  have  been  considered  and  future 
poUcies  discussed  and  outlined.  AppUcations  for  fiduciary  powers 
are  submitted  for  any  special  information  which  any  of  the  mem- 
bers may  have.  The  members  have  shown  a  marked  degree  of  in- 
terest in  the  affairs  and  poUcies  of  the  bank  and  have  given  of  thdr 
time  and  talents  to  a  furtherance  of  its  successful  operation. 

Previous  to  June  22,  1916,  the  executive  committee,  consisting  of 
the  governor,  the  chairman  of  the  board  of  directors,  and  one  mem- 
ber of  the  board  of  directors  met  daily.  This  arrangement  was  found 
expensive  and  cumbersome  and  on  the  date  named  a  resolution  was 
offered  which  authorized  the  governor  and  chairman  of  the  board  to 
pass  upon  the  daily  offerings,  the  third  member  meeting  with  them 
in  executive  committee  weekly  to  pass  upon  their  actions,  all  offerings 
of  member  banks  being  reviewed  as  well  as  investments  made.  The 
member  of  the  board  acting  upon  this  conmodttee  has  been  changed 
monthly.  In  addition  to  approving  investment  transactions,  the  ex- 
ecutive committee  acts  as  a  subcommittee  of  the  board  of  directors 
in  suggesting  changes  in  discoimt  rates,  directing  matters  of  routine/ 
approving  current  bUls  paid,  and  passing  upon  matters  affecting  the 
employment  and  remuneration  of  employees.  The  record  of  the 
proceedings  in  executive  committee  meetings  is  preserved,  and  a 
digest  of  the  minutes  of  these  meetings  reported  to  the  board  of 
directors. 

The  official  staff  consists  of  the  governor,  the  chairman  of  the  boards 
who  is  also  Federal  Reserve  Agent,  and  the  secretary-cashier.    The 
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governor  receives  and  presents  the  oflferings  of  the  member  banks, 
conducts  correspondence  with  them  with  relation  thereto,  and  is 
joint  custodian  of  the  moneys  and  securities  of  the  bank.  The 
secretary-cashier  has  immediate  charge  of  the  clerical  force.  He  is 
also  the  joint  custodian  of  the  moneys,  securities,  and  rediscounts, 
and  acts  as  secretary  of  the  bank,  of  the  executive  committee,  and 
of  the  board  of  directors.  The  Federal  Reserve  Agent  receives, 
issues,  and  redeems  all  Federal  Reserve  notes,  and  has  in  his  posses- 
sion, m  addition  thereto,  gold,  moneys,  and  collateral  deposited  with 
him  for  the  issuance  of  Federal  Reserve  notes,  maintains  all  records 
relating  thereto,  has  immediate  charge  of  the  credit  files,  and  is 
the  local  representative  of  the  Federal  Reserve  Board.  As  chairman 
of  the  board  of  directors  this  officer  is  kept  in  close  touch  with  the 
current  operations  of  the  bank  by  membership  and  attendance  in 
the  executive  committee  meetings  and  meetings  of  the  board  of 
directors.  In  addition  to  the  staff  described,  an  assistant  to  the 
governor  was  elected  early  in  the  year,  who  has  served  in  an  official 
capacity,  sharing  the  functions  of  the  governor  as  well  as  those  of 
the  secretary-cashier. 

The  member  of  the  Advisory  Council  of  this  district  has  taken  an 
active  interest  in  matters  which  pertain  to  that  office,  and  from  time 
to  time  attends  meetings  of  the  board  of  directors  to  discuss  with 
them  topics  su^ested  for  consideration  at  the  council  sessions. 
The  relations  of  the  officers,  directors,  and  Advisory  Council  member 
have  been  marked  by  a  spirit  of  cooperation  in  promoting  the  welfare 
of  the  Federal  Reserve  System. 

Schedule  P  included  in  this  report  shows  the  number  of  officers, 
employees,  and  the  pay  roll  per  month,  in  the  various  departments. 

On  January  1  of  the  present  year  the  election  of  J.  C.  Mitchell,  of 
Denver,  Colo.,  succeeding  Gbrdon  Jones,  class  A  director,  of  the  same 
city,  became  effective.  In  the  same  month  Charles  M.  Sawyer  was 
appointed  to  succeed  J.  Z.  Miller,  jr.,  as  chairman  of  the  board  and 
Federal  Reserve  Agent,  and  F.  W.  Fleming  was  appointed  as  vice 
ch^rman  and  deputy  Federal  Reserve  Agent  to  succeed  Asa  E. 
Ramsay,  resigned.  In  October,  L.  A.  Wilson  presented  his  resignation 
as  class  B  director,  effective  January  1, 1917,  by  reason  of  his  removal 
from  the  district.  The  election  conducted  in  December  resulted  in 
the  selection  of  H.  W.  Gibson,  of  Muskogee,  to  fill  the  imexpired  term 
of  Mr.  "Wilson,  while  W.  J.  Bailey,  class  A  director,  and  M.  L.  McClure, 
class  B  director,  were  elected  to  succeed  themselves. 

At  the  annual  meeting  in  January  the  following  official  staff  was 
elected:  E.  F.  Swinney,  member  of  the  advisory  coimcil,  succeeding 
himself;  J.  Z.  Miller,  jr.,  governor,  succeeding  Charles  M.  Sawyer; 
Jerome  Thralls,  secretary-cashier,  succeeding  himself.  On  February 
10,  Jerome  Thralls,  secretary-cashier,  resigned.    At  this  same  meeting 
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J.  L.  Cross  was  elected  assistant  to  the  governor.  On  March  14,  Arch 
W.  Anderson  was  elected  secretary-cashier  to  succeed  Jerome  Thralls. 
On  February  1,  M.  A.  Thompson  was  appointed  assistant  to  the 
Federal  Keserve  Agent.  These  changes  naturally  brought  about 
more  or  less  reoi^anization  in  all  departments.  The  work  of  the 
bank  is  being  carried  on  in  a  capable  and  efficient  manner. 

Bank  premises,  office,  and  all  f  aciUties  are  the  same  as  shown  in  the 
last  annual  report.  The  location  and  equipment  have  been  found 
satisfactory  in  every  way  for  the  proper  and  expeditious  conduct  of 
the  business. 

Examinations  of  this  bank  have  been  conducted  by  the  Federal 
Reserve  examiners  of  the  staff  of  4he  Federal  Reserve  Board  in  the 
usual  manner. 

GLEABINO  OPERATIONS. 

The  clearing  operations  of  this  bank  up  to  July  16  of  this  year  were 
in  accord  with  the  plan  in  force  as  amended  and  reported  in  the 
annual  report  for  1915,  imder  which  this  bank  was  collecting  for 
members  of  district  No.  10  items  on  other  members  and  on  Federal 
Reserve  cities.  The  immediate  credit  and  debit  principle  was  appHed 
with  certain  provisions  to  eliminate  items  that  would  deplete  member 
bank  balances  if  handled.  As  the  member  banks  became  familiar 
with  the  practices  they  were  more  reconciled  to  the  innovation  of 
handhng  intradistrict  items  as  outHned.  It  is  beheved  that  a  real 
service  was  performed  in  a  limited  way,  pending  the  adoption  of  a 
general  clearing  plan  by  the  Federal  Reserve  Board,  covering  both 
inter  and  intra  district  operations. 

Schedule  Q  gives  a  brief  record  of  the  volume  of  transit  business 
handled  prior  to  the  inauguration  of  the  new  plan  which  went  into 
effect  July  15,  the  subdivisions  of  city  and  country  items,  and  daily 
averages,  as  well  as  like  information  for  the  period  subsequent  thereto 
and  to  the  close  of  the  year. 

At  the  time  the  first  announcement  was  made  of  the  method  to  be 
employed  under  the  general  clearing  plan  now  in  operation  the 
official  staff  of  this  bank  gave  special  attention  to  simplifying  the 
detailed  operations  and  fully  informing  the  member  banks  on  all 
subjects  pertaining  thereto.  The  soimdness  of  the  underlying  prin- 
ciples was  emphasized  and  no  effort  spared  to  provide  a  thorough 
famiharity  with  the  methods  to  be  employed  in  putting  them  into 
effect.  At  the  same  time  all  nonmember  banks  in  the  district  were 
canvassed  and  their  support  soHcited  for  this  nation-wide  plan 
inaugurated  for  the  purpose  of  establishing  improved  clearing  methods 
and  extensive  par  facilities.  The  general  letters  addressed  both  to 
members  and  nonmembers  were  followed  up  with  care  and  corre- 
spondence conducted  in  a  thorough  and  careful  manner.  The  result 
was  that  in  the  early  stages  a  large  majority  of  the  member  banks 
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indicated  their  willingness  to  handle  the  items  on  nonmembers 
located  in  the  same  city,  and  a  goodly  portion  of  the  nonmember 
banks  entered  into  agreement  to  remit  for  their  own  checks,  and  in 
some  cases  for  their  competitors'  checks,  at  par.  The  further  pro- 
gressive steps  have  been  quite  satisfactory  and  the  use  made  of  the 
facilities  provided  in  connection  with  the  present  general  collection 
systein  has  shown  a  steady  increase. 

The  provisions  of  the  new  plan  were  put  into  practical  operation 
with  dispatch  and  very  little  attendant  difficulty,  and  the  changed 
conditions  affecting  transit  items  have  been  satisfactorily  met. 
Under  the  interdistrict  plan  a  larger  volume  of  items  has  been  col- 
lected for  banks  of  other  districts,  while  the  increase  in  the  sendings 
by  members  of  this  district  has  been  more  gradual.  The  service 
charge  imposed  has  evidently  deterred,  to  some  extent,  the  participa- 
tion on  the  part  of  member  banks.  This  is  especially  true  in  the  case 
of  the  smaller  items.  Experience  since  July  15  has  been  that  the 
average  amoimt  of  the  individual  items  will  exceed  the  average 
amount  prior  to  that  time. 

The  objection  most  generally  raised  by  nonmember  banks  to  en- 
Usting  in  cooperation  has  been  due  to  the  fact  that  during  the  year 
1916  no  provision  was  made  to  supply  banks  remitting  at  par  with 
return  postage.  This  practice  has  been  customary  on  the  part  of 
other  collection  agencies  and  will  be  adopted  by  this  bank  after  Janu- 
ary 1.  It  13  believed  that  this  small  consideration  will  be  reflected 
by  an  increased  number  of  nonmember  banks  on  the  par  list.  The 
effect  of  the  campaign  in  behalf  of  universal  par  clearings  in  district 
No.  10  has  resulted  in  more  serious  consideration  being  given  this 
subject  from  the  viewpoint  of  the  right  to  deduct  exchange  for  pur- 
poses of  revenue  only,  and  there  is  every  reason  to  believe  that  in- 
fluence exerted  in  this  direction  is  more  real  than  may  be  apparent 
from  the  actual  volmne  of  business  handled  through  the  transit  de- 
partment of  this  bank. 

In  this  Federal  Reserve  city  the  local  organization  known  as  the 
country  clearing  house  has  recognized  the  par  list  of  the  Federal  Re- 
serve Bank  by  amending  its  rules  so  as  to  extend  the  benefit  thereof 
to  all  banks  and  their  customers.  Reports  from  like  organizations 
in  the  district  indicate  that  in  the  larger  cities,  where  country  items 
are  handled  to  some  extent  through  the  local  clearing  houses,  there 
has  been  some  evidence  of  the  influence  exerted  by  the  Federal  Re- 
serve clearing  system.  Gradual  slight  modifications  were  made  by 
the  clearing  houses  in  their  charges,  so  that  such  benefit  as  is  experi- 
enced from  the  operation  of  the  Federal  Reserve  clearing  plan  may 
be  transmitted  to  the  customers.  This  movement  has  not  taken 
definite  shape  nor  been  widely  extended,  but  there  is  every  reason 
to  believe  that  the  advantage  of  facilities  provided  by  the  Federal 
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Reserve  Banks  has  extended  to  the  original  indorser  of  items,  and 
that  as  time  goes  on  this  movement  will  be  more  pronounced.  Such 
transition  is  naturally  gradual,  due  to  reciprocal  and  long-established 
relations  existing  between  commercial  banks,  but  the  information 
obtainable  at  this  time  would  lead  to  the  conclusion  that  wh^re  any 
change  in  method  has  been  made  it  has  been  in  recognition  of  and 
in  conformity  with  the  principles  enimciated  and  the  practices  em- 
ployed imder  the  general  clearing  plan. 

The  service  charge  in  this  district  was  established  at  1^  cents  p^ 
item,  applicable  to  all  coimtry  items  actually  handled  and  ref orwarded 
by  this  bank.  The  funds  accumulated  by  this  charge  have  prac- 
tically offset  the  expense  incidental  to  the  operation  of  the  transit 
department,  in  which  has  been  included  the  equipment  and  all  ex- 
penses of  this  department  except  overhead  administration  charge. 
With  the  f acihties  already  provided  an  increased  volume  of  business 
can  be  handled  without  proportionate  increase  in  the  expense  of 
handling,  and  it  is  anticipated  that  gradually  this  charge  may  be  con- 
sistently reduced. 

The  reserve  balances  have  been  well  maintained  in  the  aggr^ate, 
although  analysis  of  accoimts  and  correspondence  have  developed  that 
a  number  of  bankers  have  not  thoroughly  familiarized  themselves  with 
the  effect  of  deferred  time  schedules  on  the  available  reserve. 

Observers  of  the  operation  of  the  gold  settlement  fund  and  its  effect 
on  the  trend  of  exchange  and  credit  as  between  the  Federal  Reserve 
districts  are  confirmed  in  the  opinion  that  this  method  of  settlement 
relieves  the  unnecessary  forward  and  backward  flow  of  fimds  and 
employs  an  economic  principle  which  experience  has  demonstrated 
to  be  of  vital  importance  in  the  interrelations  between  the  several 
sections  of  the  coimtry.  That  the  operation  of  this  plan  has  tended 
to  stabilize  the  exchange  market  and  properly  distribute  credit 
throughout  the  country,  without  lai^e  expense,  as  well  as  to  meet 
the  varying  demand  due  to  seasonal  needs,  is  obvious.  The  service 
rendered  to  banks  is  apparent  to  those  who  have  given  thought  to 
the  subject,  but  probably  has  not  been  fully  appreciated  by  some 
bankers  in  the  smaller  cities  and  towns.  From  an  accoimting  stand- 
point it  has  materially  simplified  transactions  with  other  Federal 
Reserve  Banks,  and  from  a  practical  standpoint  enabled  the  Federal 
Reserve  Bank  to  meet  the  demands  of  this  section  without  pyramid- 
ing or  depleting  fimds  or  absorbing  a  large  volume  of  float,  and  to 
exert  an  economic  influence  which  has  resulted  in  a  like  experience 
for  many  of  the  larger  banks  of  the  district. 

SUMMARY. 

While  the  fact  has  been  kept  in  mind  that  earnings  are  not  die 
essential  feature  in  the  successful  operation  of  a  Federal  Reserve 
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Bank,  yet,  in  the  face  of  an  unusual  plethora  of  loanable  funds  m  the 
hands  of  member  banks  during  the  past  year,  the  earnings  have  been 
sufficient  to  eliminate  the  extraordinary  expense  incurred  in  organi- 
sation, to  pay  all  operating  expenses,  and  to  partially  liquidate  the 
comulative  dividend  requirements.  The  general  increase  in  resources 
enables  ^his  institution  to  exert  a  more  pronoimced  influence  on  the 
financial  aflFairs  of  the  district.  The  year  has  brought  an  era  of  pros- 
perity to  all  lines  of  industry.  The  lack  of  demand  from  member 
banks  has  prompted  the  purchase  in  the  open  market  of  a  volume  of 
high  class,  low  rate  investments,  including  a  large  amount  of  United 
States  bonds.  The  period  has  witnessed  a  noticeable  improvement 
in  the  public  appreciation  of  the  purposes  and  benefits  of  the  Federal 
Reserve  Act  and  its  operations,  although  this  would  doubtless  have 
been  more  apparent  had  conditions  made  necessary  a  wider  employ- 
ment of  the  credit  facilities.  The  successful  inauguration  of  and  in- 
creasing cooperation  in  the  much  discussed  clearing  plan  have  been 
noteworthy.  The  existence  of  the  Federal  Reserve  Bank  of  Kansas 
City  has  unquestionably  had  a  strong  bearing  on  the  commercial  life 
of  this  district  and  on  the  stabilization  of  interest  rates. 

Schedule  A. — Income — Profit  and  loss  account  at  close  of  business  Dec.  SO,  1916 ^  and 

Dec.  Sly  1915, 


Year  ending 
1)60.30,1916. 


Year  ending 
Dec.  31, 19161 


Iminnfrom — 

BiUadiaooonted  for  member  banks 

Bills  boagh  t— Aoceptanoes 

Trade  aeoeptances 

United  Sts^  bonds 

Municipal  wanants 

Profits  onUnited  States  secorities  sold . . . . 

oQndry  pcouAs  •.•...«••.............. 

Appreoiatioa  profit,  IJnited  States  bonds. . 
Exchange 


Total  earnings. 


Pederal  Resenre  Board  assessments . . 

Federal  Advisory  Coandl 

Oorefncr's  oonferenoes 

Federal  Reserve  Agents'  oonferenoes. 


Bank  officers 

Qerioai  staff 

Special  officers  and  watchman. . 

All  others 

Direoton' fees. 

Directors' per  diem  allowance 

Directors' oaveling  expenses 

Officers'  traveling  expenses 

Legal  fees 

Rent. 

Telephone 

Telegraph 

|«tage 

Sxpresaage 

Fidelity' bond  premiums 


it.  heat, and  power.. 
andstaaonery. 


Repairs  aad  alterations 

Aliother  expenses  not  spedfled  herein . 

Operating  expenses 


$84,571.71 
39,601.03 


186,411.19 

14,366.41 

14,407.50 

181.91 

.  34,463.90 

962.96 


364,966.67 


10,574.64 

305.85 

1,244.74 

423.08 

25,972.81 
82,231.06 

805.00 
1,509.42 
3,705.00 
2,385.00 
3,628.04 

633.31 

600.00 
7,949.90 

495.29 

851.55 
6,457.19 

824.85 
1,226.52 

979.50 
3,136.34 

213.36 
4,106.18 

100,850.69 


864,257.50 

7,831.51 

891.10 

20,630.85 

9,575.48 


673.76 


103,360.1 


6,928.48 
357.10 
024.13 
717.20 

28,820.82 

34,915.95 

2,501.83 


3,480.00 
4,316.00 
4,662.51 

514.72 
1,501.20 
9,538.85 

607.18 

572.17 
10,347.01 

108.24 
1,354.28 
1,241.00 
9,171.34 
86.63 
4,227.68 

125,079.33 


Digitized  by  VjOOQ IC 


406 


ANNUAL  REPORT  OF  THE  FEDEBAL  BE6EBVE  BOABD. 


Schedule  A. — Income. — Profit  and  lo9$  account  at  close  of  hutiness  Dec.  30, 1916,  <md 

Dec.  SI,  191S — Continued. 


Tear  ending 
D«j.30,l»16w 

Yearendiv 
Dee.31,in£ 

Extraordlnarv  expenses: 

Commissions  paid 

t86L(i 

Cost  of  Federal  Reserve  notes  issaed 

ta6»430.ie 

Cost  of  Fed^^Tftl  Resflrve  Bank  nv^  (tndnding  taxes) ....  - 

5,790.54 

5,523.10 

aO,4S4.44 

3,900.00 

Ammtisation  charges — orxanization  expenses  (1/24) 

Depreciation .  fumilture  anH  eouioment 

Total  extniflrdlnary  expenses , 

62,154.30 

861.01 

Total  all  chargeable  expanses, 

171,984.99 

126,8tt.3l 

Net  Minings  or  deflciency 

192,961.68 
101,475.66 

-23,48a  01 

Less  dividends  paid '. |W,7W,tt6 

Lesfl  onrenization  exnenses , 84, 7KL  71 

Net  earnings  to  profit  and  loss  aocount 

91,506.03 

Schedule  6. — Comparative  detailed  statement  at  dose  of  Imsiness  Dee,  SO,  1916;  Dee.  SI 

1915. 


Dec  30, 1916.     Dec  31 ,  lOL 


BBSOVBCBS. 

Bills  discounted—members. 

Bills  bought  in  open  market 

Member  banks  collateral  notes 

If  unidpal  warrants 

United  States  bonds  to  secure  circulation 

United  States  bonds  on  hand 

Premium  and  discount  on  United  States  bonds. 

Interest  accrued  on  United  States  bonds 

United  States  gold  notes 

Expense,  organization 

Expenses  paid  in  advance 

Cosi  of  unissued  Federal  Reserve  notes 

Furniture  and  equipment 

Furniture  and  fixtures,  recoverable.... ^ 

Cost  of  unissued  Federal  Reserve  Bank  notes 

Transit  expense,  recoverable 

Due  from  other  Federal  Reserve  Banks 

Due  from  member  banks— overdrafts '. 

Due  from  banks  and  bankers 

E  xchanges  for  clearing  house , 

Checks  and  other  cash  items , 

Deferred  debits  (transit  account) 

Due  from  United  States  Treasurer,  6  per  cent  fund  (account  Federal  Reserve 

Bank  notes) , 

National  bank  notes  and  Federal  Reserve  notes  of  other  banks 

Federal  Reserve  Bank  notes  en  hand 

Federal  Reserve  notes  CQ  hand 

Nickels  and  cents 

Gold  settlem  ent  fund ,  credit  balance , 

Due  from  United  States  Treasurer,  gold  redemption  fund  (Federal  Reserve 


3479,067.72 

3, 945, 18a  04 

35,820.74 

163,813.65 

6,000,000.00 

2,492,850.00 

85,887.20 

58,978.18 

963,000.00 


$428,871» 
3,500,461.35 


288,015.84 


2,151,650.00 


8,802.18 


2,062.70 
27,614.85 
15,962.54 
26,978.29 
983.82 


52,984.44 
9,8^9.48 
11,S8.S 
Sl,8».» 
15,000.00 


notes). 


Gold  bullion  and  coin. 

Gold  certificates 

Silver  certificates 

Legal-tender  notes 

Silver  coin 


11,953,040.60 

17,688.57 

1,029,956.21 

10,899.57 

6,415.96 

4,603,501.66 

300,000.00 

107,645.00 

6,000,000.00 

517,120.00 

26.75 

21,235,500.00 

150,095.00 
371,195.00 
5,793,S0a00 
80,131.00 
118,846.00 
1,287.00 


Total  resources. , 


66,532,157.93 


CAPTTAL  STOCK  UABILITIK8. 

Capital  paid  in 

Unearned  interest  and  discount 

Government  deposits. 

Due  to  other  Federal  Reserve  Banks 

Due  to  member  banks 

Expense  checks 

Cashier's  checks  outstanding 

Federal  Reserve  Bank  notes 

Net  liability  Federal  Reserve  notes 

Reserved  for  taxes 

Profit  and  loss  imdistributed  earnings 


8,073,950.00 

17,748.50 

275,778.80 

10,336,961.54 

44,191,346.07 

764.61 

1,373.07 

6,000,000.00 

2,640,000.00 

2,839.33 

91,606.02 


Total.. 


66,582,157.93 


1,849,365.44 
11,?8S.74 


5,000.00 
388.81 


348,318.00 


564,880.00 

107 

2,464,000.00 

107,000.00 

8,933,700.00 

4,585,3iaOO 

43,694.00 

70,875.00 

5,500.00 


3O,518,On.0$ 


8,087,800.00 
54,6fl5.» 

14.930,080.68 


2,787.7» 
'3^666,666.06 


3O,518,On.06 
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Schedule  D. — Open-market  tran^ictions  for  the  year  1916, 
BILLS  BOUGHT  (BANKERS  ACCEPTANCES). 


557  items  purchased  in  above  period, 
total 

At  following  discount  rates: 

2  per  cent 

2iV  per  cent 

2|  percent 

2|  percent 

"^  percent 

I  percent 

percent 

percent 

[percent 

\  per  cent 

2H  per  cent 

2|  percent 

3  percent 

3h  percent 

3}  percent 


$8,191,082.48 


1,156, 
163, 
295, 
581, 
325, 
552, 

1,253, 

1,303, 
435, 
101, 
104, 
560, 

1,188, 
34, 
133 


125.03 
169.52 
220.13 
651.88 
707.66 


956.22 
004.09 
488.68 
753.07 
170.00 
734.73 
695.41 
876.34 
830.96 


Total 8,191,082.48 


By  maturities  at  date  of  purchase: 

Upto30day» |356,35itt 

80to60day8 l,451,3aL7l 

OOtoOOdays 6,381, 4ro.a 

Total 8,1»1,082.« 

Classification: 

Domestic 449,3Oa0O 

Export  or  import 7,741,782.« 

Total 8,191,082.« 


Schedule  E. — Open-market  transactions  for  the  year  1916. 
WARRANTS. 


30  purchases  made,  total  (maturity 
value) 11,946,840.70 


At  following  discount  rates: 

2|  per  cent 

2|  per  cent 

2.30  per  cent 

^percent 

2-40  per  cent 

2J  percent 

2.56  percent 

2iV  per  cent 

2J  percent 

2.70  per  cent 

2f  percent 

2.90  percent 

3  per  cent 

3Trtr  per  cent 

3.35  per  cent 

3i  percent 

34  per  cent 

3f  percent 


85, 
553, 
251, 
111, 
12, 
60, 
60, 
26, 
375, 
109, 
95, 
50, 
105, 

1: 

12, 


127.08 
341.39 
906.16 
057.91 
150.00 
375.00 
000.00 
307.60 
3ia23 
368.78 
635.53 
725.00 
170.83 
000.00 
000.00 
000.00 
114.63 
242.66 


Total 1,946,840.70 


By  maturities,  at  date  of  purchase: 

Up  to  30  days f60,OS2.(B 

30to60days 235,6I6.» 

eOtoOOdays 227,225.54 

90 days  to  6  months 1,423,«16.S 

Total 1,946,840-70 

Classification: 

Municipal  warrants 1,845,036.81 

State  warrants W1,8(B.» 

Total l,9l6,8ttL70 


Schedule  F. — Operirmarket  transactions  for  the  year  1916, 
UNITED  STATES  BONDS. 


Par  value. 

Price. 

PURCHASES. 

2  per  cent  consols,  1930 .~ 

800,800 
3  760 

525  250 
2,650,000 
1,000,000 
2,332,200 

100,000 

3-  ' 

Apron. 

6,681,000 

2  per  cent  Panamas,  1936 

6,500 
350,000 
162,000 

OOi. 

feir 

518,500 
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ScHEDULB  F. — Openr-marhet  traruaetians  for  the  year  1916 — Continued. 

UNITED  STATES  BONDS-X5oiit!iiiied. 


Par  value. 

Price. 

8  ptiT  OMit  PanftinA-5, 19^ . 

PVBCHASES— continued. 

S250,000 
88,000 

fe?^- 

338,000 

4  per  cent,  1936 

125,000 
700,000 

111. 

' 

lUJ. 

825,000 

Total  purchased 

8,362,500 

%  por  cmt  consols,  1930 . . . 

110,000 
300 

Par. 

Spar  oeat,  1918 -. 

lOH. 

3  per  cent  conyersfcn 

35,000 
923,000 

1^! 

S  per  cent  coayerslon 

948,000 

Total  sold 

1,058,300 

CONVERSIONS. 


DeUvered  to  United  States  Treasury. 

Received  from  United  States  Treasury. 

Date. 

3percent 

consols, 

1930. 

3perceQt 

Panamas, 

1936. 

Spercent 

Panamas, 

1988. 

Total. 

Conver- 

aioQ 

bonds, 

series 

1916-1946. 

One-year  Treasury  notes. 

Total. 

Apr.  1, 1916 
Mj  1,1916 
Oct.  1,1916 

413)400 
88,100 

1820,600 
412,400 
694,600 

9410,600 
306,400 
847,600 

Series  Apr.  1, 1916.  $410,000 
Series  JiOv  1,1916.    306,000 
Series  Oct.  1,1916.    847,000 

1830,600 
412,400 
094,600 

8M,500 

360,000 

Total. 

1,321,100 

8M,500 

360,000 

1,937,600 

964,600 

Total 963,000 

1,927.600 

ITNITED  STATES  SECURITIES  ON  HAND  DEC.  31. 


Amount. 

Amount. 

8  per  cent  consols  of  1930 

97,401,250 

163,000 

88,000 

16,600 

3  per  cent  Treasury  notes,  1917 

4  T)er  cent  bond?.  1925 

9963,000 
825,000 

t  mr  AMit  PanftmA.  1936,  ^ .  ^  ^  ^ 

2iMr<Mit  PanAma'  1038. 

Total 

3  per  cent  conversion  bonds,  1946 

9,456,850 

ScHBDULB  G. — Diicount  and  investment  operations  for  the  year  1916 — Average  amount 
of  eath  dan  of  earning  assets  luld,  total  earnings^  and  average  annual  rates  thereon. 


Average 
holdings. 

Earnings. 

Average 
lateT 

^^  disooanted — ^membws , . 

91,771,604 

1,237,692 

582,360 

8,555,169 

984,671.71 
29,601.03 
14,366.41 

186,411.19 

4.77 

Bilk  boncht  in  onen  market 

'    2.39 

wanaoff^:    .._::::::::.::..: : :.:::: 

2.47 

2.18 

Total 

12,146,725 

314,960.34 

2.59 
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Schedule  H. — Reserve  pontion 
[Monthly  averages.) 


Month. 

Peircentr 

Percent- 
age r^ 
quired. 

Percent- 
age ex- 
cess over 
require- 
ments. 

Month. 

Percent- 

Ferant- 
quired. 

Peixxot* 
age  ex- 
cess over 
reqoiie- 

January,  1916 

February,  1916 

March,  1916 

April,  1916 

76.8 

76.4 

62.4 

61.6 

48.6 

66 

63.1 

35 

35 
35 
35 
85 

4a8 

41.4 

17.4 

16.6 

13.6 

21 

28.9 

August.  1916 

Septomher,  1916.... 

October,  1916 

NovBmbw,  1916.... 
December,  1916 

Yearly    aver- 
affvn. 

62.9 
60.7 
67.6 
66.6 
67.8 

36 
36 
36 
85 

35 

27.9 
25.7 
21i 
3L« 

May,  1916 

118 

JiinA    101 A 

July,  1916 

61.6 

1 

35           aL< 

Schedule  L — Membership — Additions  and  withdmwals  and  effect  on  the  total  capital 

stock. 

ADDITIONS. 


state. 

Number 
ofbankB. 

Oapltalsiib- 
scnpCionto 
FedMalR^ 
serve  Bank 
stock. 

Capital  and 

member 
banks. 

Colorado 

3 
6 
1 

t5,70a00 
12,400.00 

963,500.00 

Kl^njmf 

30^486.45 

Missouri 

600,000.00 

Nebraska 

New  Mexico 

6 
3 

23,90000 

6,5oaoo 

407,5001 01 

Wyoming 

104,000.00 

Total 

18 

77,500.00 

1,377,48045 

WITHDRAWALS. 


State. 

Number 
of  banks. 

Capital 
surrendered. 

Capital  sod 

sorplosof 

memDer 

banks. 

Colorado 

2 

117,700.00 

3396,000.01 

Kansas 

Missouri 

Nebraska 

14 

75,400.00 

1,223,000.00 

New  Mexico... 

Oklahoma 

10 

26,500.00 

4i9,2saoe 

Wyoming 

Total 

26 

118,600.00 

1,037, 25a  00 

Schedule  J. — Member  bank  deposits, 
NET  DAILY  AVERAGES  FOR  THE  YEAR  1916. 


Month. 


January 

February . . . 

March 

April 

May  1  to  15. 
May  15  to  31 

June 

July  1  to  15. 


Amount. 


$15,377,420 
16,345,980 
16,616,210 
16,671,210 
17,471,120 
21,416,520 
21,686,180 
21,024,750 


Month. 


July  15  to  31. 

August 

September.. 

October 

Nov.  1  to  15.. 
Nov.  15  to  30 
Deoember.... 


AmonoL 


$34, 042,111 
24,630,060 
34,817,400 
2^028,960 
28  060,90 
35,474,01 
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Schedule  J. — Member  bank  deposits — Continued. 

EXCESS  RESERVES  AND  DEFICIENCIES,  DAILY  AVERAGES  FOR  THE  YEAR  1916. 


Period. 


Denden-. 
cies. 


Jan.  1  to  Anr.  30  (based  on  call  Mar.  7) . 

May  1  to  15  (based  on  call  May  1) 

May  1  to  Jaly,15  (based  on  call  June  30) 

July  16  to  31 

August 

September 

October 

Nov.  1  to  Nov.  15-. 

Nov.  15  to  Nov.  31 

Deoanber  (estimated ) 


12,448,700 
2,855,900 
8,818,900 
1,455,573 
1,533,157 
1,589,960 
1,560,323 
1,838,339 
2,168,860 
2,064,067 


Schedule  K. — Government  account^  from  Jan.  1916^  to  Dec.  30,  1916. 

Total  amount  deposited  to  credit  of  United  States  Treasurer $18, 503, 000 

Total  amount  of  warrants  paid 14, 978, 000 

Total  amount  transferred  by  order  of  United  States  Treasurer 3, 250, 000 

Balance  to  credit  of  United  States  Treasurer  Dec.  30, 1916 275, 000 

Average  daily  balance  for  year 988, 700 

ScHBDUiiE  L. — Federal  Reserve  AgenVs  statement  of  Federal  Reserve  notes  on  hand,  out" 
standing,  received  from  Comptroller  of  the  Currency,  canceled,  and  coverage  of  total 
issue  as  of  Dec.  SO,  1916. 

RESOURCES. 

Federal  Reserve  notes  on  hand i $3, 753, 000. 00 

Federal  Reserve  notes  outstanding 22, 234, 760.00 

Rediscounts  to  secure  Federal  Reserve  notes 2, 545,  111.  66 

Gold  to  retire  Federal  Reeerve  notes  on  hand $4, 370, 000 

Credit  balance  in  gold  redemption  fund 1, 064, 760 

Credit  balance  with  Federal  Reserve  Board 14,260,000 

Total 19,694,760.00 

Federal  Reserve  notes  sent  to  Comptroller  of  Currency  for  destruction.    2, 132, 240. 00 

Total 50,359,871.66 

LIABILITIES. 

Federal -Reserve  notes  from  Comptroller  of  Currency,  gross  amount 28, 120, 000. 00 

Collateral  received  from  Federal  Reserve  Bank ^ 2, 545,  111.  66 

Provision  for  redemption  of  Federal  Reserve  notes 19, 694, 760. 00 

Total 50,359,871.66 

75284*>— 17 27 
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Schedule  M. — Federal  Reserve  notes ^  statement  of  Federal  Reserve  Agent,  from  organi- 
zation to  Dec.  31,  1916. 


Number  of  pieces. 

Aggregate 
amount 

Fives. 

Tens. 

Twen- 
ties. 

Fifties. 

Hun- 
dreds. 

R<»ceived  from  oomptrollor 

2,606,000 
848,800 

820,000 
79,700 

$00 
50,260 

284,000 
10,700 

16,000 
6,900 

4,000 

138,120,000 

Received  from  Federal  Reserve  Bank 

Received  from  Treasurer  of  United  States 
(fit  notes) 

$,050,0» 
S,OOI 

Received  by  comptroller  from  Treasurer 
of  United  States  for  destruction  and 
creditofFederal  Reserve  Agent's aooount 
f  unfit  notes)  ....* 

297,558 

6,025 

427 

2, 132,  MB 

Total 

3,254,358 

950,200 

800,725 

22,327 

4,000 

33.305,240 

Tssiiofl  to  Fedf^ral  Reserve  Bank 

2,613,400 

297,558 
172,000 
171,400 

812,600 

60,260 
72,000 
15,400 

266,600 

•S'SS 
28,000 

1,100 

17,900 

427 
4,000 

900 

27,420,000 

2,132,2« 
2,720,000 

Returned  to  Comptroller  of  the  Currency 
for  destruction ,  including  notes  returned 
by  United  States  Treasurer  for  credit 
of  Federal  Reserve  Agent's  account 

Fit  notes  on  hand 

Mutilated  notes  on  band 

i;08S;fflO 

Total 

3,254,358 

950,260 

300,725 

22,327 

4,000 

33, 305,  M 

Schedule  N. — Federal  Reserve  notes  received  and  returned. 

(Amounts  of  Federal  Reserve  notes  of  the  several  denominations  received  from  other  Federal  Retw« 
Banks  for  redemption  or  credit  and  returned  to  other  Federal  Reserve  Banks  for  redemption  or  credit 
bv  the  Federal  Reserve  Bank  of  Kansas  City  during  the  period  since  Jan.  1, 1916.] 


Exchanged  with  Federal  Re- 
serve  Bank  of— 

Fives. 

Tens. 

Twenties. 

Received 
from. 

Returned 
to. 

Received 
from. 

Returned 
to. 

Received 
from. 

Retnraed 
ta 

Boston 

$17,900 

378,500 

16,850 

ii.aso 

3,390 
25,615 
847,500 
843,605 
60,340 
107,680 
31,  (M5 

$175 

3,940 

210 

590 

800 

2,740 

1,225 

13,060 

5,700 

16,310 

2,070 

$18,960 

235,620 

15,900 

9,610 

4  050 

18,670 

514,500 

335,270 

41,300 

77,550 

26,940 

$780 

780 

2.770 

1,340 

6,530 

340 

19,560 

13,800 

44,220 

2,380 

$8,540 

113,680 

9,780 

4;  280 

2,200 

12.230 

117,000 

107,280 

14,940 

41,460 

20,100 

ll«« 

New  York 

6,4» 

Philadelphia 

W> 

Cleveland 

4,640 

Richmond 

2,45) 

Atlanta 

6,(M 

Chicago 

l,lfO 

St.  Louis 

10. 9« 

Minneapolis 

».w 

Dallas 

86> 

Ban  Francisco. . .  -  -  - .  ^ ,  r  -  -  r  -  r  - , 

4,IN 

Total 

2,644, 105 

46,320 

1,298,370 

105,030 

451,470 

82,440 

Exchanged  with  Federal  Re- 
serve.  Bank  of— 

Fif 

Iks. 

Hunc 

ireds. 

TgteL 

Received 
from. 

Returned 
to. 

Received 
from. 

Returned 
to. 

Received 
from. 

RetUTDBd 
to. 

Boston 

13,600 
34,850 

3,400 

1,250 
450 

3,100 
17,500 

6,450 

950 

32,750 

4,200 

$250 
850 

$300 

1,200 

$49,000 

762,650 

46,910 

26,820 

10,090 

69,615 

1,496,500 

1,292,606 

117,630 

269,440 

82,286 

I1,68S 

New  York 

2SO00 

PhiladelDhia  

15» 

Cleveland 

800 
850 
250 
50 
400 
200 
1,950 
10,550 

200 
700 
400 
100 

9000 

Richmond 

5610 

Atlanta 

16,000 

Chicago     

%,«& 

St.  Tx>uis 



4<000 

Minneaoolis 

»> 

Dallas 

200 

700 

«500 

San  Francisco ,  ^ . , , , , . 



20;000 

Total 

108,500 

16,150 

3,800 

4,202,445 

253.740 

L 
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Schedule  O. — Federal  Reterve  notes — Federal  Reserve  Agent, 

iBBued  to  bank,  1916 $14, 400, 000. 00 

Received  by  comptroller  for  cancellation  and  destruction 2, 132, 240. 00 

Mutilated  Federal  Reserve  notes  on  hand 1, 033, 000. 00 

Federal  Reserve  notes  on  handy  new,  unissued 2, 720, 000. 00 

Cost  of  unissued  notes  for  the  year 36,  798.  49 

Cost  of  notes  issued  for  the  year 20, 436. 16 

The  cost  estimate  of  issued  notes  was  made  on  the  following  basis: 

Costpertl,000: 

Fives 12.218 

Tens 1.172 

Twenties 65 

Fifties 34 

Hundreds .245 

Federal  Reserve  notes  of  the  Federal  Reserve  Bank  of  Kansas  (Hty  received  from 
other  districts  amounted  to  $4,202,445.  Shipment  cost  averaged  25  cents  per  $1,000, 
and  is  not  included  in  the  above  schedule. 


Schedule  P. — Official  arid  clerical  staff . 

Number  of  officers 4 

Number  of  employees  in  various  departments 48 

MONTHLY  PAY-ROLL— EMPLOYEES. 


Department. 

N-""*^    ll^l^. 

Fedeitd  Reserve  Agent's  office  and  credit  bureau 

3         S3(i5.00 

General  clerical  force,  including  discount,  auditing,  and  all  other  departments  except 
tnin«it   .  ^ , 

10       1,913.33 
26       1,5»«.00 

TVPiisit  department  (recoverable  through  service  charges) 

Total 

48  1    3,  S43. 33 

Schedule  Q. — Recapitulation j  city  and  country  clearings^  Dec,  1914y  to  Dec.  SO,  1916^ 

inclusive. 


Number  of  items. 

Amounts  cleared. 

City. 

Country. 

60,773 
1,840,767 

1,214,570 

1,289,216 

Total. 

City. 

Country. 

Total. 

1W4  (December) 

1915 

5,880 
134,21© 

78,229 

803,644 

75,633 
1,083,980 

1,202,709 

1,562,860 

$17,559,936.75 
297,183,974.98 

140,992,445.19 

317,971,832.66 

$21,082,772.04 
413,007,012.52 

224,807,003.08 

527,182,424.44 

$38,642,708.79 
710,190,987.50 

374,709,448,27 

845,154,257.10 

1916  (to  July  14,  Inclu- 
sive)  

me  (July  15  to  Dec. 
ao,inciusive) 

Total 

521,962 

4,303,326 

4,915,278 

782,708,180.58 

1,186,079,212.08 

1,968, 787, 40L  66 
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Federal  Reserve  Bank  of  Kansas  City^  July  15,  to  Dec.  SO,  191G. 

MEMBER  BANKS. 


City. 

Country. 

Tot«L 

Items. 

Amount. 

Items. 

Amount. 

Items. 

Amount. 

July  15-31 

19,631 
48,135 
51,776 
62,112 
60,000 
61,990 

130,658,455.38 
43,123,948.04 
48,207,314.69 
61,974,274.72 
65,334,535.40 
68,673,304.43 

66,846 
147,803 
152,679 
170,330 
173,403 
188,821 

$11,842,488.68 
27,777,320.16 
31,118,316.65 
43,127,447.20 
48,132,501.40 
48,630,284.67 

86,477 
196,028 
204,465 
232,442 
233,493 
250,811 

$42,500,894.01 

August 

70,901,a6&» 
70,325,6SL34 

September 

October.    . 

105,101,72101 
113.467,0Kl8I 

November 

To  Dec.  30 

117,303,  Ml  10 

Total 

303,644 

317,971,832.66 

900,062 

210,628,808.85 

1,203,706 

fi28»eOO,14La 

ITEMS  ON  OTHER  DISTRICTS. 


City. 

Country. 

Total. 

Items. 

Amount. 

Items. 

Amount. 

Items. 

Amount. 

July  15-31 

1,175 
2,476 
2,560 
2,997 
3,260 
3,128 

$16,815,491.27 
36,572,172.92 
42.216,235.74 
55,006,122.88 
60,393,860.27 
60,523,176.06 

2,123 
6,770 
8,088 
15,609 
15,852 
14,668 

$297,333.05 
1,187,530.45 
1,674,024.76 
8,350,406.26 
5,334,721.68 
4,470,347.41 

3,301 
0,246 
10,648 
18,606 
10,112 
17,706 

$17,112,824.32 
37,750,712.37 

'August 

September 

43, 800, 38a  90 

October 

58, 356,  fiat.  14 
65,002,523.47 

N  ovember 

To  Dec.  30 

Total 

15,596 

271,527,059.14 

63,113 

16,323,360.56 

78,709 

287,850,428.9 

STATE  BANKS. 


July  15-31.. 

August 

September. 

October 

November. 
To  Doc.  30. 

Total 


Items. 


None. 
20,436 
54,066 
62,852 
67,601 
75,400 


280,445 


Amount 


Nona. 
$3,013,651.85 
6, 255^  €36.  SI 
7,140.00L12 
6,850,40.78 
7,434,001.61 


28,703,686.80 


DAILY  AVERAGE. 


City. 


Items. 


Amount. 


Transit. 


Items. 


Amount. 


July  15-31. 
August.... 
September 
October... 
November. 
To  Dec.  30 


1,402 
1,851 
2,071 
2,380 
2,500 
2,470 


$1,475,604.00 
1,658,618.00 
1,028,202.00 
2,383,636w00 
2,722,272.00 
2,746,932.00 


5,010 
6,830 
8,605 
0,684 
10,842 
11,284 


12,068,233.00 
2,506,109.01 
S,210,56&(n 
4,177,845w<IO 
5,071,e9aOO 
4,842,706.00 
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W.  F.  Ramsey,  Chainnan  and  Federal  Reserve  Agent. 


Financial  Results  of  Operation. 

EAKNINGS,  expenses,  DIVIDENDS,  ETC. 

While  Federal  Reserve  Banks  were  not  organized  for  profit — a  con- 
sideration always  held  to  be  subsidiary  to  the  benefit  of  the  system, 
and  in  no  sense  a  test  of  its  usefulness — ^it  is  gratifying  to  report  that 
the  Federal  Reserve  Bank  of  Dallas  has  made  good  headway  in  this 
respect,  and  has  paid  its  members  a  dividend  at  the  rate  of  6  per 
cent  per  annum  from  the  date  of  the  capital  stock  payments,  at  the 
organization  of  the  bank,  to  April  30, 1916.  On  January  7,  1916,  our 
board  of  directors  declared  a  dividend  at  the  rate  of  6  per  cent  per 
annum  from  the  opening  of  the  bank  to  June  30,  1915,  and  on  Sep- 
tember 15  declared  another  dividend  at  the  rate  of  6  per  cent  per 
annum  covering  the  operations  to  December  31,  1915.  On  Novem- 
ber 28,  1916,  the  board  declared  a  third  dividend  of  6  per  cent  per 
annum  to  and  including  April  30,  1916,  payable  December  30,  1916. 
After  paying  these  dividends,  there  was  sufficient  margin  left  in  the 
profit  account  to  take  care  of  any  depreciation  of  furniture  and 
fixtures,  bank  buUding,  etc. 

There  are  attached  hereto  Exhibit  A,  Statement  showing  earnings 
and  expenses  of  the  bank  for  the  year  1916  and  since  organization 
and  Ebdiibit  B,  Comparative  balance  sheets  for  December  31, 1915-16. 

General  Business  and  Banking  CoNDmoNS  in  the  District. 

Trade  conditions  in  the  eleventh  district  are,  almost  without 
exception,  all  that  could  be  desired  and  more  than  could  reasonably 
be  hoped  for.  Crops  in  most  parts  of  the  district  were  good.  The 
production  of  wheat,  never  large,  considering  the  size  of  Texas, 
was  scarcely  up  to  the  average,  but  the  quality  of  the  grain  was 
excellent  and  its  price  very  high.  Com  and  hay  crops  were  about 
average  and  sufficient  for  home  consumption.  The  rice  crop  was 
better  than  usual,  with  very  attractive  prices.  There  has  been  some 
depression  in  the  lumber  trade,  a  little  slowing  down  of  production, 
and  even  more  slowing  down  in  sales,  due  in  part  to  car  shortage 
and  somewhat  more  to  interference  with  export  business.  The  live- 
stock industry  has  prospered,  although  there  is  just  now  a  tendency 
to  lower  prices  of  both  cattle  and  sheep,  which,  while  gratifying  to 
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the  consumer,  is  not  at  all  comforting  to  the  producer.  Both  wool 
and  mohair  have  borne  high  prices,  and  the  volume  of  trade  in  both 
articles  has  been  weS  above  the  average  in  other  years.  Mining  in 
the  western  part  of  the  district  ha&  been  conducted  on  a  very  large 
scale  and  the  copper  mines  have  been  profitable  beyond  aay  precedent 
in  previous  years.  Production  of  petroleum  during  the  past  year  has 
remained  about  stationary,  but  prices  have  been  high  and  returns' 
large.  The  factor  of  cootn^ling  and  over^iadowing  importance  has 
been  the  very  large  crop  of  cotton  produced  in  this  district.  In 
the  territory  covered  by  Texas  and  the  portions  of  Loxjusiana  and 
Oklahoma  comprised  in  this  district  the  crop  tor  the  current  yev 
will  not  be  less  than  4,000,000  bales,  of  a  valoe  in  mcoiey  (indud- 
ing  seed)  of' but  little  less,  if  any,  than  S400,000,00a  This  has 
given,  in  connection  with  the  other  features  noted  above,  a  pros- 
perity to  this  district  which  has  never  before  been  known.  A  eaoae 
contributing  to  the  present  pro^>erity  of  the  (fis^rkt  has  been  ihtb 
close  and  rigid  economy  with  which  the  crop  was  produced.  ABother 
most  gratifying  factor  of  the  whole  situation  is  the  fact  that  this 
prosperity  is  very  widely  and  generally  distributed  over  a  v«y  great 
portion  of  the  (hstrict  and  somewhat  evenly  among  all  classes  aiHi 
grades  of  farmers. 

The  conditions  above  noted  have  found  reflection  in  very  generaBj 
increased  deposits  in  all  the  banks  of  this  section.  Detailed  figures 
are  not  available  at  thk  time,  but  on  Octob^  16  of  this  year  the 
increase  in  deposits  of  memb^  banks  in  the  reserve  city  banks  of 
Dallas,  Fort  Worth,  Waco,  San  Antonio,  Houston,  and  Galveston, 
over  hke  figures  for  a  corresponding  date  in  1915,  amounted  to  m<»e 
than  $80,000,000,  and  in  Dallas  alone  there  had  been  an  increase  d 
more  than  $25,000,000.  In  Houston  there  had  been  an  even  larger 
increase.  According  to  conservative  estimates  the  gain  in  all  the 
banks  in  the  State  within  a  year  has  been  approximately  70  per 
cent.  With  such  an  immensely  increased  purchasing  power  the 
improvement  in  both  retail  and  wholesale  trade  which  has  foHowed 
would  be  expected.  In  postal  receipts  a  considerable  increase  has 
been  observed  in  all  the  principal  cities  and  towns  of  the  State,  and 
it  is  a  fair  inference  that  sinular  increases  will  be  found  in  the  smaller 
towns  and  villages.  All  the  clearing  houses  in  the  State  show  remark- 
able increases.  There  has  as  yet  been  no  considerable  gain  in  building 
permits,  and  real  estate  is  so  far  showing  Uttle  activity.  The  large 
increase  in  the  cost  of  Uving  has  attracted  attention  and  has  \mr 
doubtedly  worked  great  hardship  on  the  laboring  dasses  and  gem&rnHj 
on  p^^ons  with  fixed  ineomes  derived  from  personal  services,  or 
dependent  on  rents  or  interest  on  moneys  and  c^vidends  from  stocks 
and  bonds.  Labor,  both  skilled  and  unskilled,  has  been  and  is  weD 
employed  in  practically  all  Unes  and  in  most,  if  not  all,  parts  of  the 
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district.  We  have  been  immune  from  strikes  or  lockouts  and  there 
is  generally  a  very  friendly  feeling  between  capital  and  labor.  It  is 
believed  that  the  present  season  of  prosperity  will  continue  throughout 
the  current  year  without  serious  diminution.  It  should,  and  we  believe 
will,  find  expression  in  better  housing  and  a  broader  and  more  gen- 
erous investment  in  articles  and  merchandise  which  make  for  more 
comfort  in  the  home.  The  coming  year  will  beyond  doubt  witness 
large  investments  in  farming  lands  which  have  shown  some  deprecia- 
tion since  the  beginning  of  the  present  European  war,  with  the 
expected  result  of  an  appreciable  stiffening  of  the  price  of  such 
properties. 

The  situation  of  the  banks  is  both  unusual  and  fortunate  We 
have  witnessed  and  are  witnessing  a  period  of  increasing  deposits 
without  a  parallel  and  a  time  of  liquidation  without  a  precedent. 
All  the  banks  have  increased  their  cash  reserves.  There  has  been  a 
considerable  softening  of  interest  rates.  The  promise  of  immediate 
profits  is  not  inviting.  Some  of  the  banks  are  buying  commercial 
paper,  but,  as  a  rule,  in  moderate  amounts  and  only  of  the  highest 
grade.  In  a  situation  provocative  of  extravagance  and  inflation  it 
is  indeed  a  pleasure  to  be  able  to  chronicle  a  very  general  attitude  of 
conservative  waiting  and  practice.  Our  own  judgment  is  that  with 
the  beginning  of  1917  there  wiU  be  such  a  broad  revival  of  legitimate 
trade  and  industry  as  will  bring  into  requisition  a  large  amount  of 
the  funds  of  the  banks  at  fair  rates  and  in  legitimate  as  well  as 
profitable  lines  of  endeavor. 

The  operations  of  this  bank  in  the  main  have  been  very  satisfactory. 
The  attitude  of  our  member  banks  is  one  of  cordial  good  will,  with 
but  few  exceptions.  There  is  a  more  general  disposition  to  cooperate 
with  us  than  seemed  apparent  even  in  the  beginning  of  the  year. 
Our  business  has  brought  us  into  very  close  personal  touch  with  most 
of  them.  Within  the  past  two  years  we  have  at  different  times  redis- 
counted  paper  for  more  than  400  of  the  621  member  banks  in  the 
district  to  an  amount  aggregating  $46,000,000.  Our  banks  appreciate 
our  efforts  to  promote  their  welfare  and  have  given  us  the  strongest 
assurance  of  their  cordial  good  will  and  their  promise  of  active  and 
friendly  cooperation. 

Activities  of  the  Fedebal  Reserve  Banks  During  the  Year. 

DISCOUNT   operations. 

Discount  operations  of  the  bank  have  steadily  grown,  and,  as  indi- 
cating the  extent  to  which  we  have  served  oiur  member  banks  during 
the  past  year,  there  is  attached  a  statement  (Exhibit  C)  showing  the 
total  nmnber  of  banks  accommodated,  the  total  amoimt  of  redis- 
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counts  accepted,  as  well  as  the  number  of  new  banks  which  we  have 
served  in  1916.  All  offerings  have  had  the  attention  of  our  execu- 
tive committee,  after  careful  analyses  of  credit  statem^its  and  elig^ 
bility  of  the  paper,  by  our  credit  information  department.  It  has 
been  the  poUcy  of  the  officers  of  this  baxik,  both  by  correspondence 
and  personal  contact,  to  explain  the  workings  of  our  discount  ma- 
chinery, and  in  every  way  possible  to  assist  our  member  banks  in 
taking  advantage  of  this  service,  and  to  impress  upon  them  the  fact 
that  where  the  paper  was  ehgible  for  rediscount  under  our  r^ola- 
tions,  it  was  a  comparatively  easy  matter  to  make  use  of  our  facilities. 
Our  member  banks  have  gradually  become  f  amiUar  with  our  methods, 
and  the  amount  of  paper  returned,  because  of  failure  to  meet  the  re- 
quirements of  our  executive  committee,  has  been  negligible. 

The  year  just  closed  has  afforded  a  fair  opportunity  for  testing  the 
discount  operations  of  the  Federal  Reserve  Bank.  It  can  hardly  be 
said  to  have  been  such  a  year  as  to  put  the  system  to  the  supreme  test, 
yet  it  has  fully  demonstrated  the  service  which  the  Federal  Reserve 
Banks  are  capable  of  rendering  and  their  abihty  to  stabilize  financial 
conditions.  There  is  no  doubt  that  this  fact  is  appreciated  by  a  ma- 
jority of  our  member  banks,  and  the  passing  year  has  cemented  the 
friendly  relations  already  existing  between  this  institution  and  its 
members. 

Changing  seasons  and  conditions  naturally  produced  fluctuations  in 
our  discount  operations.  The  height  of  our  discounting  season  was 
reached  on  September  6,  when  biUs  discoimted  and  bought  held  by 
this  bank  aggregated  $8,291,647.03,  classified  as  follows: 

Bills  bought  in  the  open  market $649,292.00 

Bills  discounted— members 7, 642, 355. 03 

Our  discoimting  operations  at  this  date  were  the  largest  in  the  his- 
tory of  the  bank.  The  crop  moved  very  rapidly,  however,  and  when 
liquidation  commenced  the  demand  became  light,  imtil  on  December 
2  our  loans  were  at  the  minimima  figure  of  $2,421,928.31. 

There  has  been  no  occasion  to  make  any  extensive  changes  in  our 
discount  rates  in  the  past  year.  There  has  been  no  change  in  the 
rates  on  commercial  paper,  as  demand  has  always  been  sufficient  to 
warrant  the  present  rates,  and  on  accoimt  of  the  comparatively  easy 
conditions  prevaiUng  there  seemed  to  be  no  necessity  for  raising  the 
same. 

There  is  attached  hereto  (marked  Exhibit  D)  a  table  showing  the 
amoimts  of  paper  discounted  in  1916,  classified  by  maturities. 

On  account  of  the  excellent  prices  obtaining  for  cotton  and  farm 
products  in  this  district  during  the  past  season  these  commodities 
have  been  rushed  to  market  and  the  amount  of  commodity  paper 
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handled  by  this  bank  has  been  negligible.  Cotton  has  brought  the 
highest  price  in  the  history  of  the  crop,  and  there  was  of  course  no 
storage  of  the  same  to  any  extent.  Early  in  the  faU  our  board  of 
directors  appointed  a  committee,  consisting  of  the  three  class  B  di- 
rectors, to  give  special  attention  to  the  handling  of  the  crop,  and  to 
encourage  in  every  way  the  gradual  marketing  of  farm  products 
through  the  medium  of  commodity  paper.  There  were  few  offerings 
of  this  class  of  paper,  however,  and  our  facilities  in  this  respect  were 
not  availed  of  to  any  considerable  extent. 

As  in  other  sections  of  the  United  States,  the  trade  acceptance 
system  is  in  its  infancy  in  this  district,  and  there  is  much  to  be  done 
before  it  will  come  into  popular  use.  This  bank  has  not  handled  this 
class  of  paper  in  any  great  volume.  It  has  been  the.  constant  en- 
deavor of  the  officers  of  the  bank  to  popularize  it  and  encourage 
wholesalers  and  retailers  to  put  their  book  accounts  into  this  form  of 
negotiable  paper.  As  will  be  noted  in  another  part  of  this  report. 
Cashier  Talley  delivered  an  address  before  the  Credit  Men's  Associa- 
tion of  Dallas  in  the  early  spring  on  the  subject  of  ''Trade  accept- 
ances,'' pointing  out  the  advantages  of  the  acceptance  over  book 
accoimts  and  explaining  some  of  the  difficulties  to  be  overcome  before 
the  acceptance  could  be  generally  adopted.  The  campaign  in  this 
regard  conducted  by  the  officers  of  this  bank  and  other  organizations 
has  borne  fruit,  as  is  evidenced  from  the  use  of  acceptances  by  some 
of  the  larger  firms  of  the  district.  It  is  difficult  to  change  customs 
long  established,  and  especially  is  this  true  on  accoimt  of  keen  com- 
petition and  the  eagerness  of  manufacturers  and  wholesalers  to  sell 
in  volume  to  cover  overhead  expenses,  and  their  wiUingness  to  accept 
open  accoimts  on  terms  to  suit  the  purchaser.  We  believe  that  when 
acceptances  are  freely  used  instead  of  book  accounts,  a  general  market 
will  spring  up  for  them  and  they  will  be  sought  by  commercial  banks 
seeking  investments,  regardless  of  the  relations  of  the  indorser  to 
them.  Our  board  of  directors,  on  January  12,  in  an  effort  to  en- 
com-age  the  use  of  trade  acceptances,  reduced  the  rate  to  3  J  per  cent 
for  90-day  maturities,  the  rate  previously  having  been  3i  per  cent 
for  60-day  maturities  and  4  per  cent  for  90-day  maturities. 

Believing  that  our  members  would  welcome  an  opportunity  for 
reUeving  their  normal  facilities  of  the  tax  that  comes  with  the  seasonal 
movement  of  our  products,  we  have  been  accepting  for  immediate 
credit,  subject  to  final  payment,  drafts  with  bills  of  lading  attached 
and  charging  the  low  rate  of  4  per  cent  interest  for  the  actual  time 
outstanding.  In  this  manner  member  banks  are  enabled  to  handle 
that  class  of  business  more  economically  than  by  the  usual  reduction 
of  lending  ability  through  the  maintenance  of  compensating  balances 
intended  for  the  collection  of  such  items.    The  total  number  of  bill 
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of  lading  drafts  handled   to  December  30  was  1,442,  classified  as 
follows: 

Alfalfa  products $165,216.50 

Cotton  products 635, 625. 72 

Grain  products 256, 964.09 

Other  products 129,968.20 

Total 1,187,773.61 

ACCEPTANCE    BUSINESS. 

There  is  shown  in  the  attached  Exhibit  E  the  amount  of  accept- 
ances— trade  and  bank — discoimted  and  bought  by  this  bank  during 
the  past  year;  also  the  rates  on  this  class  of  paper,  and  classification 
of  the  same  by  maturities.  As  mentioned  in  the  paragraphs  pre- 
ceding, the  acceptance  form  of  credit  instrument  has  not  come  into 
general  use  in  the  district.  There  is  no  question,  however,  that  it 
will  develop  in  time,  when  the  advantages  of,  acceptances  as  good 
negotiable  paper  are  appreciated.  Our  board  has  endeavored  to 
encourage  the  acceptance  system  by  adopting  as  low  rates  for  this 
class  of  paper  as  were  consistent  with  safe  investment. 

The  bank  has  not  purchased  any  domestic  acceptances,  the  paper 
bought  being  based  on  the  importation  or  exportation  of  goods. 

The  amount  of  acceptances  bought  from  member  and  nonmember 
banks  includes  trade  acceptances  discoimted  for  members,  and  is 
shown  in  the  attached  table  of  that  class  of  investments. 

UNITED   STATES    BOND   OPERATIONS. 

During  the  year  there  were  bought  in  the  open  market  $2,160,CC0 
of  United  States  bonds  and  $1,578,250  from  member  banks  in  addi- 
tion to  $425,000  bought  during  1915  but  not  received  imtil  after 
January  1,  1916.  Our  transactions  with  the  Treasury  Department 
for  the  most  part  have  been  incident  to  the  conversion  of  such  secu- 
rities. During  the  past  year,  in  accordance  with  the  regulations 
of  the  department,  there  were  converted  $1,412,400  of  2  per  cent 
United  States  bonds  into  3  per  cent  bonds  and  notes.  No  sales  of 
bonds  were  made  during  1916,  and  the  bank's  holdings  at  the  present 
time  consist  of  the  following: 

2  per  cent  consol  bonds  of  1930 $2,923,350 

2  per  cent  Panama  bonds,  series  of  1906-36 642, 500 

2  per  cent  Panama  bonds,  series  1908-38 155, 000 

3  per  cent  conversion  bonds,  series  1916-46 707, 400 

3  per  cent  one-year  Treasury  notes,  series  1910-17 7P5, 000 

Total 5, 033, 250 

Of  this  amount,  $2,000,000  represent  bonds  to  secure  the  circu- 
lation of  a  similar  amount  of  Federal  Reserve  bank  notes. 


Digitized  by  VjOOQ IC 


WSTRICT   NO.  11 — DALLAS.  421 

MUNICIPAL   WAJitRANTS, 

.Investment  in  municipal  warrants  were  on  a  limited  scale,  and 
during  the  past  year  purchases  of  such  securities  have  amounted  to 
only  $152,318  at  rates  ranging  from  a  to  3|  per  cent.  Distribution 
by  matiu^ities  and  issuing  authorities  is  shown  in  the  Exhibit  F 
attached. 

CHANGES  IN  THE  RITSSRVE  POSmON  OF  THE  BANK  DTJRINO  THE  TEAR. 

The  reserve  position  of  the  bank  has  not  varied  materially  during 
the  year,  except  in  the  crop-moving  seascm,  when  demand  for  aceom- 
modatiim  was  extraordioarily  heavy. 

The  Federal  Reserve  Bank  and  Member  Banks. 

changes  in  membership  dite  to  transfers  from  and  to  other 

districts. 

Upon  the  granting  by  the  Federal  Reserve  Board  on  February  25, 
1916,  of  the  petition  of  certain  banks  in  Louisiana  to  be  transferred 
to  the  Atlanta  district  and  attadied  to  the  Now  Orleans  branch  of 
that  institution,  there  were  transferred  to  the  sixth  district  16  banks, 
reducing  the  capital  of  this  bank  by  $69,450,  together  with  a  reduc- 
tion of  its  reserve  deposits  by  $141,513.36  and  rediscounts  by 
$9,858,24.  This  transfer  became  effective  on  April  27,  1916.  There 
still  remain  1 1  banks  in  the  State  of  Louisiana  which  are  members 
of  the  eleventh  Federal  Reserve  district,  and  these  banks  seem  to  be 
entirely  satisfied  with  the  service  rendered  them  by  this  institution. 

In  the  early  spring,  one  or  two  banks  in  the  extreme  Panhandle 
section  of  Texas  petitioned  the  Federal  Reserve  Board  to  be  ti^ans- 
ferred  to  the  Kansas  City  district,  claiming  that  the  trend  of  business 
in  their  section  was  toward  Kansas  City  and  that  on  account  of  their 
geographical  location  they  could  be  better  served  by  the  Kansas 
City  bank.  To  offset  this  petition  there  were  likewise  presented 
letters  and  protests  horn  many  other  banks  in  that  section  against 
this  proposed  transfer,  and  on  the  representations  made  that  the 
Federal  Reserve  Bank  of  Dallas  had  in  every  instance  served  its 
member  banks  in  the  Panhandle  in  an  acceptable  manner,  the  Federal 
Reserve  Board  declined  to.  consider  the  transfer.  ^ 

MOVEMENT   OF  MEMBERSHIP  WITHIN  THE   DISTKICT. 

Since  January  1,  1916,  there  have  been  added  to  our  membership 
10  banks,  increasing  the  capital  stock  of  this  bank  by  $24,250. 
There  have  been  additional  stock  allotments  of  $15,350  to  member 
banks  on. account  of  increase  in  their  capital  or  surplus.    Seventeen 
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banks  have  liquidated  and  reduced  the  capital  stock  of  this  bank  by 
$34,950.  We  have  added  to  our  membership  in  the  past  year  one 
Stat^  bank,  increasing  our  capital  stock  by  $1,500. 

RELATION  TO  NATIONAL  BANKS,  STATE  BANKS,  AND  TRUST  COMPANIES. 

The  relation  of  the  Federal  Reserve  Bank  of  Dallas  to  national 
banks,  State  banks,  and  trust  companies,  is  one  of  extreme  friend- 
liness. Especially  is  this  true  of  our  member  banks  which  we  have 
served  by  rediscount.  No  eflForts  have  been  spared  by  the  officers  of 
the  bank  to  impress  on  our  members  that  each  is  a  stockholder  in 
the  institution,  that  the  Federal  Reserve  Bank  is  dedicated  to 
service  and  that  only  through  the  loyal  cooperation  and  support  of 
its  members  could  that  end  be  attained.  It  has  been  the  policy  of 
this  bank  to  invite  and  consider  suggestions  from  its  member  banks 
and  to  have  them  feel  that  they  were  all  welcome  in  the  bank. 

In  line  with  the  policy  of  the  officers  of  the  bank  to  keep  closely  in 
touch  with  our  member  banks  and  explain  the  operations  of  the 
Federal  Reserve  system  this  bank  has  been  represented  at  all  of  the 
district  bankers'  conventions  as  well  as  at  various  State  conventions. 
Federal  Reserve  Agent  Ramsey  and  Vice  Governor  Hoopes  attended 
the  meeting  of  the  Panhandle  bankers  at  Clovis,  N.  Mex.,  in  June, 
where  Mr.  Ramsey  made  an  address  on  the  Federal  Reserve  system. 
Mr.  Hoopes  attended  all  the  district  meetings  of  the  Texas  Bankers' 
Association,  and  at  Houston  and  San  Antonio  delivered  addresses  on 
the  operations  of  the  clearing  system.  Messrs.  Ramsey  and  Hoopes 
also  attended  the  conventions  of  the  Texas  State  Bankers'  Associa- 
tion at  Houston  in  May,  where  they  again  had  the  opportunity  of 
meeting  a  large  number  of  Texas  bankers  and  of  discussing  inform- 
ally matters  in  connection  with  the  Federal  Reserve  Bank  of  Dallas. 
In  August  of  this  year  Mr.  Hoopes  was  called  into  conference  with 
bankers,  business  men,  and  planters  of  central  Texas,  held  at  Bryan, 
to  consider  ways  and  means  of  handling  the  unusually  heavy  cotton 
crop  in  that  section.  Mr.  Hoopes  assured  this  conference  of  the 
cooperation  of  the  Federal  Reserve  Bank  of  Dallas,  and  its  readiness 
to  assist  in  every  consistent  way  in  the  movement  of  the  crop.  In 
November  Messrs.  Ramsey  and  Hoopes  attended  the  annual  meetings 
of  the  State  Bankers'  Associations  of  Arizona  and  New  Mexico,  held 
at  Phoenix  and  Albuquerque.  At  each  of  these  meetings  Mr.  Ramsey 
spoke,  and  it  is  hoped  that  his  address  may  have  a  good  effect  in 
clearing  up  some  of  the  misunderstandings  on  the  part  of  the  bankers 
in  those  States  on  the  collection  system  and  rediscoimting  operatkms 
of  this  bank. 

On  January  5  there  was  issued  to  all  State  banks  in  the  district  a 
circular  setting  out  the  advantages  of  membership  in  the  Federal 
Reserve  system.    The  State  banks  for  the  most  part  are  friendly  to 
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the  sj^tem,  and  it  is  believed  that  when  such  banks  come  to  realize 
that  there  is  some  moral  obligation  resting  upon  them  to  bear  their 
part  in  making  a  unified  banking  mechanism  tliey  will  come  in,  as,  in 
any  event,  they  are  practically  certain  to  do  when  more  stringent 
financial  conditions  arise. 

ACCOMMODATION   OF  MEMBEB  BANKS   THKOUGH  DISCOUNTS   AND  THE 
PUBCHASE  OF   ACCEPTANCES. 

As  has  been  stated  in  a  preceding  paragraph,  this  bank  has  been 
of  real  service  to  its  member  banks  through  the  rediscounting  opera- 
tions and  purchase  of  acceptances.  In  the  exhibits  attached,  and 
previously  referred  to,  there  is  shown  the  number  of  banks  accommo- 
dated, amoimt  of  paper  rediscounted,  the  volume  of  acceptances 
discounted  and  purchased,  and  the  various  other  forms  of  investments 
made  by  the  bank. 

MEMBEB  BANK  DEPOSITS,   EXCESS  DEPOSITS,   OVERDBAFTS. 

There  is  attached  a  statement  (Exhibit  G)  showing  the  required 
reserve  deposits  of  member  banks,  excesses  carried,  and  amounts  of 
overdrafts,  by  months,  for  the  year  1916.  The  amount  of  such 
deposits  on  December  30  was  $25,742,902. 

PERIODIC  BEPORTS  REGARDING  CONDITION  OF  MEMBEB  BANKS;  EXAM- 
INATIONS OF  MEMBEB  BANKS. 

There  are  compiled  in  our  credit  information  department  elaborate 
statistics  and  other  data  on  the  condition  of  member  banks  at  the 
dates  of  the  Comptroller's  calls.  All  reports  of  examinations,  fur- 
nished by  the  chief  examiner,  are  carefully  checked  and  memoranda 
made  of  any  items  or  criticism  or  any  irregularities  reported. 

We  have  had  occasion  during  the  year  to  make  special  examina- 
tions of  three  member  banks,  on  account  of  items  and  transactions 
which  appeared  irregular,  brought  out  through  applications  for  redis- 
counts, or  otherwise.  In  each  instance  the  oj£cer  of  this  bank  con- 
ducting the  special  examination  has  made  report  to  the  executive 
committee  of  the  bank,  and  steps  considered  necessary  were  taken 
to  correct  the  matters  subjected  to  criticism. 

BANK  FAILUBES   WITHIN   THE  DISTBICT. 

During  the  past  year  only  one  member  bank  has  been  closed  by 
the  chief  examiner  on  account  of  insolvency.  The  bank  in  question 
has  not  been  authorized  to  resume  business,  but  its  affairs  are  being 
liquidated,  and  our  information  is  that  there  will  be  no  loss  to  deposi- 
tors.   This  bank  was  not  involved  in  the  matter,  as  the  bank  in 
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question  had  no  paper  with  us.  One  member  bank  closed  by  the 
examiner  in  1015  was  authorized  to  resume  business  in  January  of 
this  year. 

OVEEDUE  PAPER. 

Overdue  paper  held  by  member  banks  and  reported  by  examiners 
is  made  a  matter  of  record  in  the  credit  files  of  our  credit  bureau. 
This  bank  held  no  overdue  paper  during  the  year. 

The  Fedeeal  Reseeve  Bank  and  the  Public, 
open-market  operations. 

The  bank  has  not  engaged  to  any  large  extent  in  open-market 
operations,  and  the  scope  of  its  activities  in  this  respect  has  been  the 
rather  limited  purchase  of  acceptances  and  municipal  bonds  and 
warrants.  There  are  shown  in  an  exhibit  attached,  and  discussed 
in  a  preceding  paragraph,  the  amounts  of  such  securities  handfed. 
For  the  most  part  of  the  year  there  is  sufficient  demand  upon  the 
bank  from  its  member  banks  to  absorb  a  large  portion  of  our  loanabk 
funds,  and  we  have  not,  therefore,  entered  the  op^i  market  seeking 
investments. 

EFFECT   OF   DISCOUNT-RATE    POLICY    UPON    GENERAL    MARKET   RATES. 

It  is  believed  that  the  discount-rate  pohcy  of  this  bank  has  had  the 
eflfeet  of  softening  and  stabilizing  interest  rates  to  a  large  extent. 
The  past  year  has  been  a  rather  easy  one  and  interest  rates  have  been 
lowered  generally.  It  is  believed  that  our  discount  rates  have 
influenced  in  some  degree  the  rates  charged  by  member  banks  to 
their  customers.  It  is  probably  true  that  central  reserve  and  reserve 
city  banks  have  reduced  their  rates  to  their  correspondents  to  meet 
the  rates  of  this  bank,  and  this  form  of  competition  has  caused 
some  complaint  against  Federal  Reserve  Banks.  However,  our  rates 
have  been  in  substantial  harmony  with  those  of  other  Federal  Be- 
serve  Banks,  and,  as  a  rule,  not  below  rates  prevailing  in  the  East. 

PUBLICITY   WORK  OP  THE   BANK. 

The  newspapers  of  the  district  have  been  especially  friendly  to 
this  bank,  and  through  their  cooperation  and  the  assistance  of 
various  financial  and  trade  journals,  as  well  as  addresses  before  the 
more  important  civic  organizations,  the  bank  has  kept  itself  before 
the  public.  The  officers  of  the  bank  have  delivered  several  addresses 
before  local  organizations  or  clube,  and  in  each  instance  liave  be^ 
most  cordially  received,  and  it  is  believed  nmch  good  has  resulted 
from  these  discussions.    Early  in  the  year  Cashier  Tallej  addressed 
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ttie  Credit  Men's  Association  of  Dallas  on  ''Trade  acceptances.''. 
Later  in  the  spring  and  at  different  times  in  the  year  Mr.  Ramsey 
addressed  the  Builders'  Exchange,  Ad  League,  Electric  Club,  and 
Lions'  Club  on  the  Federal  Reserve  system,  and  more  particularly 
on  the  different  phases  of  the  operations  of  the  Dallas  bank.  It  is 
the  policy  of  the  officers  of  the  bank  to  give  to  the  press  any  matters 
affecting  the  institution  in  which  the  pubUc  might  be  interested. 
The  monthly  letter  issued  by  the  Federal  Reserve  Agent's  department 
on  business  conditions  throughout  the  district  has  abo  been  an  effec- 
tive means  of  keeping  the  bank  before  the  pubhc,  and  proven  of 
great  value  in  our  publicity  work.  The  letter  is  sent  to  all  the  impor- 
tant newspapers  of  the  district,  as  well  as  to  leading  financial  and 
trade  publications.  We  have  established  a  regular  mailing  list,  and 
each  month  the  report  is  eagerly  sought  by  business  interests  through- 
out the  district. 

• 
The  Fedebal  Reserve  Bank  and  the  Government. 

GOVERNMENT    DEPOSITS. 

The  bank  has  acted  as  fiscal  agent  for  the  Government  since 
January  1,  handhng  various  characters  of  funds,  making  transfers, 
etc.  Through  the  local  officials  details  were  arranged  for  receiving 
the  deposits  and  effecting  transfers. 

RELATION  TO  THE   UNITED   STATES  TREASURY. 

Government  funds  have  been  handled  in  accordance  with  regula- 
tions of  the  Treasury  Department,  and  these  and  other  transactions 
with  the  Treasury  Department  have  been  conducted  without  fric- 
tion, delay,  or  the  shghtest  inconvenience. 

RELATION   TO   THE   COMPTROLLER'S   OFFICE. 

Our  relations  with  the  comptroller's  office  have  been  most  agree- 
able and  satisfactory.  That  bureau  of  the  Government  is  so  closely 
interwoven  with  the  functions  of  Federal  Reserve  Banks,  especially 
in  connection  with  the  affairs  of  member  banks,  that  we  are  neces- 
sarily in  close  touch  with  that  office,  and  all  matters  emanating  from 
that  bureau  have  received  close  attention. 

GENERAL   CONSIDERATIONS. 

In  our  opinion  the  second  year's  operations  of  the  Federal  Reserve 
Banks  have  had  the  effect  of  partially,  if  not  entirely,  removing  the 
impression  in  the  minds  of  officials  of  member  banks  that  with  its 
inception  there  was  merely  added  another  supervisory  body  in  the 
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conduct  of  their  affairs.  The  system  has  cleariy  demonstrated  by 
practical  operation  that  this  was  not  true;  but,  on  the  other  hand,  ihe 
banks  have  proven  their  ability  to  cooperate  with  their  members 
and  not  only  to  be  of  material  assistance  in  stressful  periods,  but  in 
every  way  consistent  with  safe  banking  to  eliminate  "red  tape'*  and 
imnecessary  restrictions  in  the  conduct  of  their  business. 

The  Federal  Reserve  Bank  and  Note  Issues, 
general  policy  in  the  matter  op  note  issues. 

The  pohcy  of  this  bank  in  the  issuance  of  Federal  Reserve  notes 
has  been  to  provide  member  banks  with  sufficient  currency  to  handle 
the  crop  movement  and  for  legitimate  demands  generally  in  the 
conduct  of  their  business  and  there  could  have  been  no  better  oppor- 
timity  to  test  our  faciUties  in  this  respect  than  that  presented  during 
the  last  crop  moving  season.  The  crop  moved  with  a  rush,  caused 
by  the  high  prices  prevailing  for  cotton  and  farm  products  and 
within  less  than  a  week  from  the  time  the  movement  b^an  the  bank 
was  called  upon  to  meet  unprecedented  demands  for  currency  and 
silver.  Never  before  in  the  history  of  the  South  has  the  crop  brought 
such  prices  and  certainly  never  has  the  crop  moved  with  such  rapid- 
ity. Owing  to  the  extraordinary  demand  for  currency  it  was  neces- 
sary to  forward  telegraphic  orders  for  additional  Fed^*al  Reserve 
notes,  and  for  a  time  it  seemed  as  if  the  supply  in  the  hands  of  the 
Federal  Reserve  Agent  would  be  entirely  exhausted.  Fortunately,' 
however,  we  were  able  to  meet  the  emergency.  In  tins  connection 
a  statement  showing  the  issues  of  Federal  Reserve  notes,  by  weeks, 
for  the  months  of  August,  September,  and  October,  the  height  of  the 
crop  movement,  may  prove  interesting: 

Week  ending— 

Aug.  5 $235,000 

Aug.  12 80,000 

Aug.  19 1,316,750 

Aug.  26 1,000,000 

Sept.  2 "...  4,542,000 

Sept.  9 200,000 

Sept.  16 360,000 

Sept.  23 2,260,000 

Sept.  30 1,220,000 

Oct.  7 1,340,000 

Oct.  14 600,000 

Oct.  21 300,000 

Total 13,263,750 

There  is  also  attached  a  statement  (Exhibit  H)  showing  the  transto- 
tions  in  notes  from  the  organization  of  the  bank  to  date. 
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SUBSTITUTION  OP  FEDBBAL  BESEBVE  NOTES  FOB  GOLD  AS   CIBCULAT-* 

ING  MEDIUM. 

The  bank  realizes  the  advantages  of  conserving  the  gold  supply 
and  impounding  it  against  the  issue  of  Federal  Reserve  notes.  As 
the  volume  of  our  rediscoimts  was  insuflficient  to  cover,  gold  has 
been  deposited  with  the  Federal  Reserve  Agent  as  cover  for  a  large 
portion  ©f  the  bank's  Federal  Reserve  notes  now  outstanding.  Espe- 
cially has  the  substitution  of  gold  for  rediscoimts  been  necessary 
during  the  latter  part  of  the  year,  with  the  heavy  decrease  in  our 
bans.  This  exchange  has  materially  strengthened  the  bank's  posi- 
tion. The  amount  of  notes  outstanding  has  varied  throughout  the 
year,  reaching  the  highest  mark  on  October  18,  1916,  of  $25,890,000 
and  the  minimum  of  $13,555,000  on  February  21,  1916. 

COVEB  OF  NOTES   ISSUED. 

As  stated  in  the  preceding  paragraph  gold  has  been  deposited  by 
the  bank  to  a  very  large  extent  against  the  issue  of  Federal  Reserve 
notes.  Rediscounts  received  by  the  bank,  while  of  large  volume, 
have  never  been  sufficient  to  cover  the  amoimt  of  Federal  Reserve 
notes  required  to  be  issued,  and  against  this  excess  gold  had  to  be 
deposited. 

DENOMINATIONS   OF   NOTES   ISSUED. 

In  the  attached  table  (Exhibit  H)  there  are  shown  the  denomina- 
tions of  Federal  Reserve  notes  issued.  Notes  of  the  smaller  denomi- 
nations are  in  greater  demand  and,  as  the  figures  indicate,  are  issued 
in  considerably  larger  number  than  notes  of  the  higher  denomina- 
tions. The  larger  notes  were  used  quite  extensively  during  the  past 
season  in  shipments  to  member  banks  to  cover  exchange  drawn  by 
their  correspondents. 

INTEBDISTBIOT   MOVEMENT  OF   NOTES  (EXHIBIT  l). 

The  movement  of  Federal  Reserve  notes  between  this  bank 
and  other  Federal  Reserve  Banks  is  largely  made  up  of  notes 
returned  to  this  bank.  There  have  been  returned  by  us  in  1916 
notes  of  otter  banks  aggregating  $853,295,  while  the  amount  of 
notes  of  this  bank  returned  to  us  by  other  Federal  Reserve  Banks 
was  $4,314,760.  This  will  indicate  the  movement  and  show  that 
approximately  five  times  as  many  notes  of  this  bank  are  received 
from  other  Federal  Reserve  Banks  as  are  returned  to  the  latter. 
On  February  10  we  issued  a  circular  to  member  banks  requestmg 
them  to  separate  Federal  Reserve  notes  and  send  them  to  us  against 
transfers  to  their  northern  and  eastern  correspondents  instead  of 
shipping  the  notes  to  make  exchange.    This  action  was  taken  on 
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account  of  the  very  heavy  expense  to  this  bank  for  transportation 
charges.  The  circular  had  a  good  effect  and  resulted  in  a  saving 
to  this  bank. 

OOST  OP  FEDERAL  BSaSRVE  NOTES* 

There  is  also  attached  a  statement  (Exhibit  J)  showing  the  cost 
of  Federal  Reserve  notes  printed  for  this  bank. 

FEDERAL  RESERVE  BANK  NOTES. 

In  accordance  with  section  18  of  the  Federal  Reserve  Act,  the  bank 
has  taken  out  $4^000,000  in  Federal  Reserve  bank  notes  against 
United  States  bonds.  Of  the  total,  two  millions  were  placed  in  cir- 
culation during  the  crop  moving  season,  but  the  bank's  liability  on 
these  notes  has  since  been  extinguished  tiirough  the  deposit  with  the 
United  States  Treasurer  of  $2,000,000.  The  other  two  millions 
are  held  by  the  bank  at  the  present  time. 

FEDERAL  RESERVE   AOENTS  AND  NOTE  ISSUES. 

The  Federal  Reserve  Agent,  as  the  representative  of  the  Govern- 
ment and  the  Federal  Reserve  Board,  has  issued  Federal  Reserve 
notes  to  the  bank  upon  application  against  rediscounts  or  the 
deposit  of  gold.  It  is  the  practice  for  the  bank  to  pledge  daily  with 
the  Federal  Reserve  Agent  all  the  rediscounts  received  and  against 
the  same  to  take  out  notes  as  needed,  the  rediscounts  being  taken 
down  as  they  mature. 

Internal  Management  op  the  Bank. 

FUNCTIONS   AND  WORK  OP  DntECTORS,  BXEOUTIVE  OOMlinTEE,  OVFh 
CIAL   AND  CLERICAL  STAFF,   MEMBER  OF   ADVISORY  COUNCIL. 

There  have  been  held  during  the  year  1916  twelve  directors^  meet- 
ings, at  the  majority  of  which  there  was  a  full  attendance  of  Ae 
board.  All  of  the  meetings  have  been  in  perfect  harmcmy,  and  the 
three  classes  of  directors  have  at  all  times  worked  for  the  best  inter- 
ests of  the  bank  and  discussed  its  operations  in  the  frankest  manner. 
Our  board  of  directors  is  truly  representative  of  the  financial  and 
business  interests  of  the  district,  and  it  would  be  difficult  to  find  a 
more  equally  balanced  body.  As  provided  by  the  by-laws,  the 
board  has  appointed  at  each  of  its  monthly  meetings  the  third  mem- 
ber of  the  executive  committee,  to  serve  with  the  governor  and 
Federal  Reserve  Agent.  The  third  member  of  the  committee  has 
been  selected  from  class  A  and  class  B  directors,  and  while,  on 
account  of  distance  and  inconvenience  in  attending  daily  meetmgs 
of  the  executive  committee  and  passing  on  offerings,  it  has  not  been 
possible  for  him  to  be  present  all  the  time,  he  has  attended  a  lai^ 
number  of  the  meetings  and  assisted  in  the  work  of  the  committee. 
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In  the  death,  on  March  22,  of  Glass  C  Director  Felix  Martinez,  of 
El  Paso,  our  board  lost  one  of  its  valued  members  and  a  true  friend 
of  the  Federal  Reserve  system.  While  Mr.  Martinez  found  it  impos- 
sible to  attend  many  of  the  meetings,  on  account  of  his  lai^e  personal 
interests  and  the  further  fact  that  his  residence  was  so  far  removed 
from  Dallas,  yet  he  was  ever  loyal  to  the  interests  of  the  institution 
and  his  colleagues  on  the  board  found  his  counsel  invaluable.  On 
April  17  the  Federal  Reserve  Board  announced  the  appointment  of 
Mr.  H.  O.  Wooten,  of  Abilene,  Tex.,  as  class  C  director  to  fill  the 
vacancy  caused  by  the  death  of  Mr.  Martinez. 

The  terms  of  office  of  Gass  A  Director  B.  A.  McEanney,  of  Durant, 
Okla.,  and  Class  B  Director  Marion  Sansom^  of  Fort  Worth,  Tex., 
expired  on  December  31,  1916.  In  .accordance  with  the  Federal 
Reserve  Act  and  the  regulations  of  the  Federal  Reserve  Board,  steps 
were  taken  looking  toward  the  holding  of  an  election  for  the  successors 
of  these  two  members  of  ourboard.  Director McKinneywasoriginally 
dected  by  banks  in  group  3,  and  Director  Sansom  was  elected  by 
banks  in  group  1.  In  conducting  the  election  of  the  past  year,  the 
banks  of  the  district  were  r^rouped  in  order  that  each  group  might 
contain,  as  nearly  as  may  be,  one-third  of  the  member  banks.  The 
necessary  circulars,  lists  of  nominees,  ballots,  etc.,  were  furnished  the 
member  banks  and  the  district  reserve  electors,  and  on  November  21, 
the  date  set  by  the  Federal  Reserve  Board,  the  polls  opened  for  the 
filing  of  ballots.  The  result  of  the  election  was  announced  on  Decem- 
ber 6,  and  Messrs.  McEinney  and  Sailsom  were  both  reelected  to 
serve  for  the  three-year  term  beginning  January  1,  1917.  As  in  pre- 
vious elections  conducted  in  the  district,  only  a  small  number  of 
banks  entitled  to  vote  exercised  that  privilege.  Especially  was  this 
true  in  the  latest  election  among  banks  in  group  3,  which  contains 
banks  with  the  smallest  capitahzation.  It  is  to  be  regretted  that 
member  banks  take  so  little  interest  in  these  elections.  Any  change 
in  the  present  method,  however,  could  only  be  accomphshed  by  an 
amendment  to  the  Federal  Reserve  Act. 

On  January  6  the  Federal  Reserve  Board  announced  the  acceptance 
of  the  resignauon  of  Mr.  E.  O.  Tenison,  Federal  Reserve  Agent,  and 
the  appointment  of  Mr.  W.  F.  Ramsey,  of  Austin,  Tex.,  as  his  suc- 
cessor. Mr.  Ramsey  executed  the  oath  of  office  and  the  transfer  of 
assets  of  the  department  to  him  was  made  on  January  15,  1916.  The 
Federal  Reserve  Agent's  department  was  conducted  from  that  time 
imtil  July  3, 1916,  by  Mr.  Ramsey,  with  the  assistance  of  his  secretary, 
Mr.  Charles  C.  Hall.  On  July  3  Mr.  Hall  was  appointed  assistant  to 
the  Federal  Reserve  Agent,  and  assumed  his  duties  as  such.  All 
transactions  between  the  Federal  Reserve  Agent *s  department  and 
the  bank,  including  the  receipt  and  delivery  of  Federal  Reserve  notes, 
the  routine  work  of  the  department,  the  preparation  of  daily,  weekly, 
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and  monthly  Teports,  compilation  of  data  and  statistics  for  the 
monthly  business  letter,  etc.,  are  handled  by  the  assistant  to  the 
Federal  Eeserve  Agent,  under  his  direct  supOTvision. 

In  the  early  part  of  the  year  the  Federal  Reserve  Board  abolished 
as  an  active  position  the  office  of  deputy  Federal  Reserve  Agent. 
Prior  to  that  time,  and  since  the  bank  was  opened,  the  position  had 
been  an  active  one  in  this  bank,  and  the  deputy  Federal  Reserve 
Agent  drew  a  regular  salary  as  such.  With  the  ruling  of  the  board 
that  the  class  C  director  designated  as  vice  chairman  of  the  board 
and  deputy  Federal  Reserve  Agent  should  merely  receive  the  fee  of 
a  director  when  attending  board  meetings,  and  preside  in  the  absence 
of  the  Federal  Reserve  Agent,  that  pohcy  has  been  followed  during 
the  past  year.  Mr.  W.  B.  Newsome,  of  Dallas,  was  on  February  10 
appointed  as  class  C  director  and  designated  as  vice  chairman  and 
deputy  Federal  Reserve  Agent.  In  the  absence  of  the  Federal  Re- 
serve Agent,  Mr.  Newsome  has  assumed  charge  of  the  department 
and  served  on  the  executive  committee  with  abihty  and  advantage 
to  the  board. 

Upon  the  resignation  of  Mr.  J.  Howard  Ardrey  as  member  of  the 
Advisory  Council  for  the  Eleventh  Federal  Reserve  District,  the 
board  of  directors  considered  the  selection  of  his  successor.  Aftor 
careful  consideration  of  the  names  presented,  the  board  on  January 
7  elected  Mr.  T.  J.  Record,  president  of  the  City  National  Bank,  of 
Paris,  Tex.,  as  the  member  of  the  council  from  this  district,  and  Mr. 
Record  has  served  as  such  throughout  the  year.  Mr.  Record  has 
attended  all  of  the  sessions  of  the  Advisory  Council,  and  has  kept  in 
close  touch  with  the  affairs  of  the  bank,  the  business  and  financial 
development  and  the  needs  of  the  district.  Upon  invitation  of  our 
directors,  he  has  been  in  attendance  at  many  of  our  meetings  and 
addressed  the  board  on  matters  affecting  the  good  of  the  bank,  the 
eleventh  district,  and  the  Federal  Reserve  system  generally. 

CHANGES   IN   THE   PERSONNEL. 

There  have  been  few  changes  in  the  personnel  of  ibe  officers  and 
heads  of  departments  of  the  bank  in  the  past  year.  On  January  7 
Mr.  Sam  R.  Lawder  was  appointed  assistant  cashier,  a  recognition 
of  meritorious  service  since  the  bank  was  estabHshed.  Mr.  Lawder 
prior  to  this  appointment  was  manager  of  the  credit  department, 
which  work  he  now  supervises  in  a  general  way.  The  details  of  the 
credit  department,  however,  are  managed  by  Mr.  R.  R.  Gilbert. 
This  department  is  accredited  to  the  Federal  Reserve  Agent's  office, 
and  in  this  connection  it  is  gratifying  to  report  the  excellent  work 
accomphshed  by  the  credit  bureau  in  the  past  year.  By  the  careful 
analyses  of  credit  statements  and  the  compilation  of  statistics  from 
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statements  of  member  banks  and  the  copies  of  reports  of  examina- 
tion the  credit  files  of  the  bank  have  been  developed  to  a  high  state 
of  efficiency,  and  the  work  being  done  in  that  department  is  worthy 
of  commendation.  Indeed,  Federal  Reserve  Examiner  Broderick  in 
his  examinations  of  the  bank  has  seen  fit  to  comment  on  the  effi- 
ciency of  our  credit  bureau.  There  is  no  conflict  of  authority  be- 
tween the  Federal  Reserve  Agent^s  department  and  the  banking 
department  proper.  Both  branches  of  the  institution  have  worked 
harmoniously,  and,  with  the  duties  and  responsibihties  of  each 
defined,  there  is  no  reason  why  this  should  be  otherwise. 

In  this  connection  it  may  be  mentioned  that  the  auditor  of  the 
bank  makes  a  semimonthly  audit  of  the  teller's  cash  and  a  monthly 
audit  of  the  vault  cash,  also  a  monthly  audit  of  the  loan  department, 
and  in  addition  to  this  keeps  a  continuous  audit  of  Federal  Reserve 
notes  and  gold  covering  the  same  in  the  hands  of  the  Federal  Reserve 
Agent.  It  is  the  practice  for  the  auditor  to  be  present  at  all  entrances 
into  the  vault  for  the  purpose  of  dehvery  or  receipt  of  Federal  Re- 
serve notes  between  the  bank  and  the  Federal  Reserve  Agent's  de- 
partment; and  in  addition  to  this  vault  control  a  representative  of 
the  bank  proper — either  the  vice  governor,  cashier,  or  assistant 
cashier — ^is  also  present  when  the  vault  is  entered.  All  compart- 
ments in  the  main  bank  vault  used  by  the  Federal  Reserve  Agent 
are  under  double  combinations,  one  combination  being  held  by  the 
Federal  Reserve  Agent  and  his  assistant,  the  other  by  the  officials 
of  the  bank  proper.  This  vault  control  has  been  very  favorably  com- 
mented upon  by  the  Federal  Reserve  Bank  examiner. 

OFFICE   AND   VAULT   FACILITIES. 

With  the  acquisition  by  the  bank  of  its  present  quarters  in  the 
latter  part  of  1915  the  institution  has  ample  office  and  vault  facili- 
ties. The  bank  looked  ahead  in  the  planning  of  the  new  structure 
and  provided  well  for  the  future.  Even  with  the  inauguration  of 
the  district  clearing-house  department  of  the  bank  on  July  6,  1916, 
and  the  addition  to  the  force  of  some  20  men,  together  with  the  nec- 
essary equipment  for  the  proper  conduct  of  the  department,  the 
present  building  has  afiforded  sufficient  space  without  inconvenience. 
It  is  interesting  to  note. that,  on  January  1,  1916,  the  force  of  the 
bank,  officers  and  employees,  numbered  31,  whereas  on  December 
31,  1916,  the  force  numbered  63.  This  increase  has  been  made  nec- 
essary not  only  by  the  inauguration  of  the  clearing  system,  which 
increased  the  work,  particularly  in  the  bookkeeping  and  auditing  de- 
partments, but  also  on  account  of  the  increased  work  in  the  other 
departments  of  the  bank. 
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During  the  present  year  the  bank  proper  has  been  examined  once 
by  the  Federal  Reserve  examiner  and  his  staff.  In  addition  to  this, 
the  Federal  Reserve  Agent's  accounts  were  examined  by  representa- 
tives of  the  Federal  Reserve  Board  on  January  15,  May  8,  August  8, 
and  December  16, 1916.  It  maybe  stated  in  this  connection  thatm 
all  of  these  examinations  there  were  but  few  matters  subject  to  crit- 
icism, and  such  as  were  reported  by  the  examiner  and  called  to  the 
attention  of  the  officers  of  the  bank  were  immediately  corrected. 

The  Clearing  Plan, 
clearings  to  july  15,  1914. 

The  voluntary,  or  optional,  clearing  plan  inaugurated  June  1, 1915, 
which  contemplated  the  reciprocal  clearing  of  checks  at  par  through 
this  bank,  was  not  generally  used  and  proved  unsatisfactory. 

That  the  reserve  city  clearing  house  of  the  Federal  Reserve  Bank 
of  Dallas  has  fulfilled  expectations  and  is  serving  the  commercial 
and  banking  interests  of  the  eleventh  district  more  expeditiously 
and  economically  in  the  settlement  of  balances  than  could  have  been 
done  under  conditions  existing  before  its  installation  is,  in  the 
opinion  of  those  most  vitally  interested,  admittedly  a  matter  of 
fact,  as  shown  by  the  extracts  from  letters  received  from  the  officere 
of  the  participating  banks. 

In  order  that  the  experience  gained  in  the  eleventh  district  through 
the  operations  of  this  department  may  be  made  known,  a  review  of 
its  development  seems  appropriate. 

During  the  month  of  November,  1915,  the  cashier  of  the  Fejleral 
Reserve  Bank  of  Dallas,  Mr.  Lynn  P.  Talley,  who  for  many  years 
had  been  in  daily  touch  with  the  unscientific  and  unsatisfactory 
methods  employed  in  settling  balances  betwe^i  the  banks  in  the 
reserve  cities  of  this  district,  offered  to  the  reserve  city  member 
banks  a  plan  for  settling  balances  with  each  other  daily  through  the 
Federal  Reserve  Bank  which  would  not  entail  the  float  of  large 
amounts  of  money  in  transit  between  these  banks,  or  needless  ex- 
pense, and  which  would  make  unnecessary  the  waste  of  time  and 
energy  by  the  officers  of  the  banks. 

Following  this  proposal,  on  December  21,  1915,  about  20  rq)re- 
sentatives  of  the  banks  met  in  Dallas  and,  after  a  discusrion  of  the 
merits  of  the  plan,  decided  that,  with  slight  modifications,  it  be  given 
a  tliirty-day  trial.  The  trial  period  was  subsequently  extended  to 
March  1,  and  thereafter  the  clearing  house  bex^ame  one  of  the  per- 
manent facilities  of  the  Federal  Reserve  Bank.     However,  at  the 
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time  that  general  clearing  operations  were  undertaken  between  all 
member  banks,  on  July  6,  the  reserve  city  clearing  house  was  dis- 
continuedy  because  it  was  thought  that  the  general  clearing  plan 
would  have  the  effect  of  making  it  superfluous.  Those  banks  which 
had  participated  in  the  plan  speedily  make  it  known,  however,  by 
means  of  a  post-card  vote  on  the  question,  that  it  was  their  desire 
that  the  reserve  city  clearing  house  be  continued,  and  it  was  opened 
on  July  12. 

Under  its  operations  the  advantages  are  extended  to  27  banks  in 
the  cities  of  Fort  Worth,  Waco,  Houston,  Galveston,  San  Antonio, 
and  Dallas,  only  five  banks  not  availing  themselves  of  its  benefits. 
By  mutual  consent  one  other  member,  though  not  located  in  a  reserve 
dty,  has  been  added. 

The  members  of  the  clearing  house  continue  to  send  the  actual 
checks  and  drafts  which  they  receive  on  each  other  to  the  drawee 
banks  for  credit,  and  against  these  sendings,  in  round  amounts,  they 
draw  a  draft  in  favor  of  the  Federal  Reserve  Bank  and  forward  it  to 
that  bank  for  credit  in  the  reserve  city  clearing  house.  The  aggre- 
gate amount  of  all  drafts  assembled  against  each  bank  is  debited 
on  a  clearing  sheet  and  the  amount  of  their  letters  which  were  made 
up  of  items  on  other  members  is  credited,  leaving  either  a  debit  or 
a  credit  balance  to  be  settled. 

In  this  way  the  amount  of  float  is  reduced  materially  by  off-sets, 
and  at  times  certain  banks,  through  cancellation  of  debits  against 
credits,  come  out  exactly  even,  and  frequently  banks  settle  hundreds 
of  thousands  of  dollars  with  the  actual  transfer  of  a  few  thousand. 
The  results  of  the  clearings  are  telegraphed  to  the  managers  of  the 
local  clearing  houses  in  each  city  by  special  code  each  day  at  11.45 
a.  m.,  and  the  separate  banks  are  notified.  Settlements  must  be 
made  on  the  date  the  clearings  are  effected  and  the  Federal  Reserve 
Bank  advised  in  special  code  by  telegraph,  or,  in  some  instances, 
by  telephone,  of  the  manner  of  settlement,  not  later  than  3  o^clock 
p.  m.  Debit  balances  may  be  covered  in  any  of  the  following  ways: 
Debited  to  the  reserve  account  of  the  debtor  bank;  remittances  by 
mail  to  any  other  Federal  Reserve  Bank,  for  the  credit  of  the  Federal 
Reserve  Bank  of  Dallas,  at  the  prevailing  rate  of  exchange;  arrange- 
ment with  any  other  bank  to  deposit  funds  with  the  Federal  Reserve 
Bank  for  that  purpose;  and  remittance  of  currency  by  registered 
mail  insured.  In  the  event  that  the  latter  option  is  chosen,  the  cost 
is  assessed  ratably  against  the  banks  which  forwarded  the  items 
which  caused  the  debit  balance.  In  the  absence  of  advice,  debit 
balances  m  the  district  clearing  house  are  charged  to  the  reserve 
account.  Disposition  of  credit  balances  is  subject  to  the  instructions 
of  the  creditor  banks,  and,  in  the  absence  of  advice,  are  credited  to 
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the  reserve  account.  Quite  often  the  balances  received  by  various 
banks  in  one  of  the  cities  are  traded  between  themselves,  making 
transfers  or  currency  movements  useless,  and  obviating  the  attending 
expense. 

Participating  banks  may,  if  they  prefer,  send  the  items  direct  to 
each  other,  taking  a  carbon  copy  of  the  cash  letter,  which,  wh^ 
certified  by  an  authorized  officer  or  employee,  may  be  sent  to  us  and 
becomes,  in  effect,  a  draft  against  the  bank  to  which  the  items  were 
sent,  the  amount  of  which  is  credited  to  the  sending  bank. 

Since  general  clearing  operations  have  become  effective,  the  mem- 
bers of  the  reserve  city  clearing  house  have  found  this  department 
a  distinct  benefit  to  them,  in  that  it  makes  the  drafts  which  their 
correspondents  draw  on  them  eligible  for  immediate  credit  with  the 
Federal  Reserve  Bank.  Drafts  of  this  character  are,  by  arrange- 
ment with  the  drawee  bank,  stamped  **  Charge  (drawee  bank)  in 
reserve  city  clearing  house."  This  method  of  covering  items  whidi 
we  have  sent  to  members  not  in  reserve  cities  has  been  used  exten- 
sively, as  the  following  figures  testify: 


Amount. 


ATcnge 
daily. 


July  5  to  Aug.  1 

MoDth  of  August 

Month  of  September. . . 

Month  of  October 

Nov.  1  to  25,  inclusive. 

Total 


$985,772.74 
4,436,843.67 
9,823,467.47 
12,061,242.86 
9,853,409.16 


$49,38^0 
184,868.48 
392,938.9 
602,135.12 
469,212.81 


37,150,795.89 


,596,441.73 


Items  handled  under  this  arrangement  are  listed  on  a  separate 
letter  and  sent  to  the  Federal  Reserve  Bank,  and  are  cleared  against 
the  drawee  banks,  with  a  resultant  credit  of  the  entire  amoimt  to 
the  Federal  Reserve  Bank  of  Dallas,  which  participates  in  the  clear- 
ings to  that  extent  and  receives  acceptable  funds  in  payment  from 
the  other  participating  banks. 

It  may  be  interesting  to  note  that,  on  the  opening  day,  December 
28,  1915,  the  total  clearings  were  $1,175,000,  with  ensuing  bahaices 
of  only  $484,000,  showing  offsets  of  $691,000,  while  on  October  18, 
1916,  the  total  clearings  were,  in  round  figures,  $7,000,000,  with 
ensuing  balances  of  only  $1,109,000,  showing  offsets  of  $5,891,000. 

The  aggregate  amount  cleared  through  the  reserve  city  clearing 
house  from  the  opening  day,  December  28,  1915,  to  November  6, 
1916,  inclusive,  was,  roxmdly,  $486,000,000,  which  was  settled  with 
balances  of  only  $141,000,000.  The  settlement  of  these  balances 
entailed  only  the  shipment  of  currency  in  the  aggregate  of  $8,300,000. 

The  bookkeeping  employed  is  simple,  and  each  account  is  closed 
at  the  end  of  the  day's  business.  Drafts  cleared  against  the  banks 
are  stamped  **  Geared  through  the  reserve  city  clearing  house  (date)," 
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and  become  debits  to  an  account  with  each  bank  termed  ''Reserve 
city  clearing  house  accoimts,"  the  letters  received  from  the  banks 
become  the  credits,  and  the  difference  is  settled  in  one  of  the  ways 
indicated  above.  Statements  are  rendered  each  day  and  are  accom- 
panied by  the  drafts  which  have  been  cleared,  A  composite  state- 
ment of  the  whole  clearing  operation  is  each  day  rendered  to  all  of 
the  members  of  the  reserve  city  clearing  house,  which  shows  the 
results  of  the  clearings  by  banks,  debits,  credits,  and  balances. 

It  is,  therefore,  apparent  from  the  foregoing  that  what  was  termed 
at  its  inception  an  experiment  has,  through  the  knowledge  bom  of 
Mr.  Talley's  large  experience  in  this  field  and  study  of  the  principles 
involved,  proven  to  be  a  i>ermanent  betterment. 

CLEARINQ   AFTER  JULY   15,  1916. 

On  Jidy  6,  after  much  prehminary  work  in  devising  forms,  systems, 
etc.,  and  circularizing  member  and  nonmember  banks,  the  district 
clearing  house  began  receiving  items  from  our  member  and  non- 
member  banks  within  the  district,  and  on  July  15  took  on  inter- 
district  clearing  operations  in  their  entirety,  in  accordance  with 
Federal  Reserve  Board  Circular  No.  1,  series  of  1916.  Owing  to  the 
unfamiliarity  of  new  clerks  with  new  methods  and  the  fact  that  from 
the  start  items  were  received  in  increasing  volume,  there  was  for 
some  time  a  good  deal  of  confusion  and  the  department  was  fre- 
quently kept  at  work  until  the  early  hours  of  the  morning.  This 
condition  gradually  improved  until  at  the  present  time  the  mail  is 
seldom  deposited  in  the  post  office  later  than  six  o'clock  p.  m.,  which 
practice  is  necessary  to  the  success  of  the  system,  as  member  banks 
can  i^ot  receive  the  items  and  return  fimds  covering  the  amoimt  of 
debit  balances  in  the  district  clearing  house  on  schedule  time  imless 
our  outgoing  letters  leave  on  the  early  evening  trains. 

It  is  probable  that  more  opposition  from  both  member  and  non- 
member  banks  to  establishiug  clearing  operations  was  felt  in  this 
district  than  elsewhere,  and  the  fact  that  practically  all  of  the  items 
handled  by  us  have  come  from  reserve  city  banks  and  from  or  for 
the  account  of  other  Federal  Reserve  Banks  has  prevented  us  from 
demonstrating  that  the  principle  of  a  clearing  house  at  a  central 
point  which  offsets  and  cancels  the  balances  which  have  been  caused 
between  banks  by  the  commerce  of  the  district  is  correct.  As  has 
been  shown  by  the  operation  of  our  reserve  city  clearing  house,  if 
each  bank  sent  all  of  its  outside  items  to  the  district  clearing  house 
and  received  from  the  district  clearing  house  all  of  the  items  drawn 
on  itself  which  come  from  outside  sources,  the  cancellation  of  debits 
against  the  credits  should  eliminate  from  75  to  90  per  cent  of  the 
amount  of  float  necessary  imder  the  methods  previously  employed 
and  would  result  in  a  vast  saving  to  the  banks. 
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The  Federal  Reserve  Bank  of  Dallas  has  pursued  a  very  lib^ 
pohcy  toward  its  members  in  the  clearing  operations  and  has  giTen 
them  immediate  credit  on  items  drawn  on  banks  in  all  Federal 
Reserve  cities.  During  the  months  of  September,  Octob^,  No v«nber, 
and  December  the  approximate  amount  of  float  carried  by  reason  of 
this  practice  has  averaged  $914,062  daily,  but  it  was  felt  that,  for  the 
time  being  at  least,  some  method  for  the  immediate  settlem^it  of  the 
balances  caused  by  our  sendings,  other  than  by  the  shipment  of  cur- 
rency or  coin,  should  be  allowed  the  banks.  In  addition  to  acceptzng 
Federal  Reserve  city  exchange,  the  drafts  of  country  banks  on  Texas 
reserve  city  banks  have  been  placed  on  the  same  basis  as  those  dravn 
on  Federal  Reserve  city  banks,  by  permitting  them  to  be  made 
payable  through  the  reserve  city  clearing  house,  thus  making  them 
eUgible  for  immediate  credit  at  the  Federal  Reserve  Bank.  That  this 
f  aciUty  has  been  of  great  value  is  evidenced  from  larger  amounts  of 
such  items  cleared  'which,  during  the  months  of  September,  Octobcar, 
November,  and  December,  averaged  approximately  $445,CC0  daily. 
We  have  also  received  from  member  banks  since  the  inauguration  of 
the  system  shipments  of  currency,  gold,  and  silver,  at  an  expense 
borne  by  the  dbtrict  clearing  house,  to  cover  debit  balances  received 
by  them,  roundly,  $2,841,982,  at  a  cost  of  approximately  $1,310.49, 
or  $0,461  per  thousand.  In  explanation  of  the  apparent  hi^ 
average  cost,  it  shoiJd  be  considered  that  many  of  these  shipments 
were  in  small  amounts  and  of  a  mixed  character,  and  the  total 
includes  gold  and  silver  coin,  which  has  advanced  the  general  average 
cost. 

The  largest  proportion  of  items  handled  on  the  deferred  basis  has 
been  on  member  banks,  of  which  there  were,  since  opening  of  the 
district  clearing  house,  July  6  to  December  30, 1,193,459,  aggregating 
$164,274,799.  Of  this  530,776  items,  aggregating  $76,654,028,  were 
received  from  or  for  the  account  of  other  Federal  Reserve  Banks, 
and  662,673  items  aggregating  $87,620,771  from  our  member  banks. 
Items  received  from  member  banks  on  outside  districts  numbered 
30,444,  amounting  to  $6,164,775.  The  volume  of  items  on  Dallas 
received  from  or  for  the  account  of  othw  Fed^al  Res^n^re  Banks  was 
97,054,  aggregating  $42,557,485,  and  22,107  items  on  Dallas,  amount- 
ing to  $54,675,102,  were  received  from  member  banks.  The  nmnber 
of  nonmember  banks  in  the  eleventh  district  which  we  have  been 
able  to  include  in  oiu*  par  list  has  not  come  up  to  our  expectations. 
There  were  originally  219  banks  on  this  list,  while  at  the  present 
time  this  number  is  only  218. 

The  amoimt  of  this  class  of  items  sent  direct  was  $3,160,946  and 
nmnbered  51,191,  while  the  amount  cleared  through  member  banks 
was  $10,730,925  and  numbered  101,159  items.  Of  these  42,265 
items,  aggregating  $4,862,946  were  received  from  or  for  the  account 
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of  other  Federal  Reserve  Baaks,  and  58^94  from  member  banks,  in 
the  amount  of  $5,876,979. 

The  expense  of  the  departm^it  has  shown  no  appreciable  increase 
since  the  beginning,  while  the  volimie  of  items  handled  has  practically 
doubled.  This  enabled  us  to  announce  that,  beginning  November 
1,  the  service  charge  would  be  reduced  from  2  cents  to  IJ  cents 
per  item. 

Though  the  volume  of  items  handled  has  practically  doubled  since 
the  beginning,  this  increase  has  not  continued  since  the  month  of 
September,  during  which  month  we  handled  approximately  the 
same  number  of  items  as  we  are  handling  at  the  present  time.  It  has 
therefore  seemed  that,  under  present  conditions  and  the  system 
employed,  the  operations  of  this  department  are  at  their  maximum.' 
The  explanation  of  this  seems  to  be  that  in  this  district  the  coimtry 
banks,  having  abnormal  excess  amounts  of  cash  and  exchange,  and 
demand  for  money  being  less  than  the  supply,  feel  it  to  be  impractical 
to  handle  the  items  through  the  Federal  Eeserve  Banks  and  absorb 
the  service  charge  when  they  can  send  the  items  to  their  coiTespond- 
ent  reserve  city  banks,  coimt  the  proceeds  as  reserve  the  day  the 
items  leave  their  offices,  receive  immediate  credit  for  them  on  receipt, 
and  draw  interest  on  the  balances  created,  with  no  attendant  cost  for 
handling.  On  the  other  hand,  the  banks  in  the  centers  feel  that, 
even  with  the  cost  otherwise  being  equal,  they  would  rather  send 
th^  items  direct  to  banks  which  have  accounts  with  them.  In  this 
manner  they  woidd  continue  the  friendly  relations  which  have  here- 
tofore resulted  in  increased  business  from  other  sources,  by  extending 
with  profit  to  themselves,  to  aUied  country  banks,  facihties  not  con- 
templated by  the  Federal  Reserve  Act.  It  is  also  necessary  for  com- 
mercial banks  in  the  centers  to  maintain  an  equipment  to  handle 
business  which  they  receive  from  and  on  nonmember  banks,  which  in 
volume  ia  considerable,  and  to  which  the  added  business  received  from 
national  banks  carries  no  proportionate  additional  expense. 

In  some  cases,  according  to  information  received,  the  coUection  cost 
on  checks  to  individual  depositors  has  been  reduced,  but  on  others  it 
has  been  increased,  and  an  analysis  of  the  business  of  the  banks 
handling  probably  the  largest  commercial  business  in  the  district  has 
shown  that  the  expense  to  their  depositors  on  a  whole  would  be,  in  the 
aggregate,  about  the  same  under  a  system  of  service  charges  which 
allows  an  additional  cent  per  item  to  the  bank  which  receives  the 
items  as  it  would  under  the  old  cost  method  based  on  the  amount  of 
the  items. 

SERVICE  KENDERED  TO  TTTE  BANKS  BY  THE  GOLD  SETTLEMENT  Fl^^D. 

The  service  rendered  to  this  bank  by  the  gold  settlement  fund  has 
been  of  great  value  in  our  settlements  with  other  Federal  Reserve 
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Banks,  and  in  the  relations  between  the  bank  proper  and  the  Fed- 
eral Reserve  Agent.  In  our  opinion  the  gold  settlement  fund  has 
proven  a  very  effective  means  of  settling  balances  in  all  parts  of  the 
United  States. 

SUMMARY. 

The  operations  of  this  bank  for  the  past  year  have  been,  for  the 
most  part,  entirely  satisfactory.  The  fact  of  its  existence  has  every- 
where engendered  and  maintained  a  spirit  and  feeling  of  assured 
confidence  and  has  dispelled  any  fear  which  might  otherwise  be 
entertained  of  the  danger  of  financial  disturbances.  Its  growth  in 
pubhc  favor  is  manifest  on  every  hand.  This  growth  has  increased, 
and  will  continue  to  increase,  as  the  basic  principles  of  the  system 
become  better  understood. 

The  operations  of  the  Federal  Reserve  system  have  assured  an 
adequate  supply  of  money  for  the  needs  of  legitimate  business  of  the 
country.  Our  own  operations  have  shown  that  with  seasonal  develop- 
ments the  money  supply  has  responded  to  the  needs  of  legitimate  com- 
merce, and  has  been  adequate  to  meet  the  demands  of  the  most  excep- 
tional seasons. 

This  attitude  of  the  Federal  Reserve  Banks,  as  well  as  the  policy  of  the 
Federal  Reserve  Board,  of  assembling  and  maintaining  large  reserves 
of  gold  have  tended  to  reassure  even  the  most  critical  that  the  integ- 
rity of  our  financial  system  will  under  all  circumstances  be  preserved. 
Our  operations,  as  well  as  what  we  think  are  our  reasonable  require- 
ments, have  tended  to  insure  better  business  methods  among  bankers 
and  especially  have  rendered  very  general  the  use  of  credit  statements 
by  all  borrowers.  It  is  also  true  that  the  banks,  as  a  rule,  as  tliey 
have  become  more  famihar  with  the  requirements  of  the  Federal 
Reserve  Bank,  have  taken  especial  pains,  not  only  to  better  secure  their 
loans,  but  to  insure,  in  respect  to  them,  a  larger  measiu*e  of  hquidity. 
The  provision  of  the  Act  for  acceptances  by  banks  in  aid  of  exportation 
and  importation  of  merchandise  has  been  availed  of  to  some  extent, 
and  will  in  the  future  prove  of  great  advantage,  not  alone  to  the  banks, 
but  to  the  commerce  of  the  country.  We  have  met  with  a  fairly 
liberal  response  on  the  part  of  our  member  banks  in  oiu*  effort  to 
build  up  our  supply  of  gold,  and  the  excess  deposits  of  member  banks 
carried  with  us  in  the  aggregate  amount  to  a  Very  substantial  sum. 
It  has  been  our  observation  that  as  the  banks  in  the  district  have 
studied  the  Federal  Reserve  Act  and  have  become  more  familiar 
with  the  methods  and  operations  of  this  bank,  that  they  have  become 
better  satisfied,  and  a  large  part  of  the  antagonism  toward  the 
Federal  Reserve  system,  which  existed  a  year  ago,  has  disappeared. 
Many  of  the  most  conservative  banks  in  our  district  which  have  never 
borrowed  money  from  anyone  feel  a  special  relief  in  the  knowledge 
that  the  means  for  relief  are  at  hand,  if  needed,  and  in  the  fact  of  the 
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certainty  of  such  aid  is  found  a  strong  assurance  against  imwiso  and 
unnecessary  withdrawal  of  balances  by  their  depositors. 

The  year  has  been  one  of  great  prosperity  to  the  banks  of  this  coun- 
try, and  while  there  has  been  some  recession  of  interest  rates  over  the 
district,  this  decrease  in  rate  of  return  on  loans  has  been  more  than 
compensated  by  a  heavier  volume  of  business. 

The  collection  system,  which  has  engendered  very  acute  and  active 
opposition  in  this  district,  is  progressing  with  very  satisfactory  results. 
We  have  sought  to  so  administer  the  Act  of  Congress,  in  harmony 
with  the  regulations  of  the  Federal  Reserve  Board,  as  to  impose  as 
little  bxu"den  as  possible  on  our  member  banks  and^to  bring  to  them  all 
the  benefits  which  this  system  can  give.  There  are  evident  signs  of 
some  diminution  of  resentment  or  opposition  to  the  collection  system, 
and  it  is  believed  that  a  thorough  and  fair  trial  of  it  may  ultimately 
satisfy  most,  if  not  all,  of  our  member  banks. 

The  demand  for  money  in  this  section  at  this  time  is  nominal. 
None  of  our  banks,  except  a  few  in  the  cattle-raising  sections,  are 
rediscounting  with  us  at  present.  Their  demands  are  both  seasonal, 
and  so  far  have  been  very  moderate. 

SHIPMENTS   OF  CURRENCY   AND  COIN. 

The  members,  as  a  whole,  have  been  quick  to  grasp  the  benefits 
which  may  be  derived  by  them  through  our  shipping  facilities,  and 
our  coin  and  currency  shipments  in  1916  were  nearly  treble  those  of 
the  previous  year,  and  consisted  of  $1,413,700  in  one  and  two  dollar 
bilk,  $42,350,760  in  other  currency,  $595,510  in  silver  dollars, 
$1,043,382  in  fractional  silver  coins,  and  $123,900  in  nickels  and  pen- 
nies, or  a  total  of  currency  and  coin  shipments  of  $45,527,252. 

At  one  time,  during  the  height  of  the  cotton  movement,  when 
transportation  diJEculties  made  future  shipping  uncertain  to  a  marked 
degree,  the  bank  proved  beyond  question  its  usefulness  to  its  members, 
and  during  that  one  week  shipments  amoimting  to  $5,062,545  were 
made.  It  was  at  that  time  that  it  became  propitious  to  put  in  cir- 
culation $2,000,000  in  Federal  Reserve  Bank  notes  secured  by  United 
States  bonds.  The  bank*s  liability  on  these  notes  has  since  been 
extinguished  through  the  deposit  of  an  equal  amount  of  lawful  money 
with  the  Treasurer  of  the  United  States. 

On  shipments  of  Federal  Reserve  notes  which  otherwise  would  be 
sent  outside  the  district  for  the  purpose  of  creating  exchange,  we  have 
agreed  to  assume  the  cost  of  transportation  to  Dallas  when  we  make 
the  transfer  ourselves  at  prevailing  rates  of  exchange.  We  have  also 
agreed  to  pay  the  transportation  cost  on  gold  certificates  sent  us  from 
the  vaults  of  member  banks.  All  shipments  upon  which  we  absorb 
the  cost  must  be  made  by  registered  mail,  insured  under  our  policy. 
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Exhibit  A. — StAtement  of  eamvaga  and  expenses  of  the  Federal  Reserve  Bank  qf  DaWu 
for  the  year  1916  ana  since  organization. 

Earnings  te  1916 $306,874.64 

Expenses 122>  550.20 

184,32144 

Less  depreciation $16, 000. 00 

Less  difference  accoilnt LOO 

Less  counterfeit 5. 00 

Less  exchange '   1,713.54 

Less  commisBtoii  paid 56&58 

18,278.12 

Net  earnings ^ 166,046.32 

Earnings  since  organizati<m 552, 316. 29 

Less  expenses 291*834.05 

260.482.24 

Less  deDfedation $16,000.00 

Less  dinerence  account .- 1. 00 

Less  counterfeit 5. 00 

Less  exchange  dr 1,713.54 

Less  commiflflion  paid 558. 58 

18,278.12 

242,20112 
Less  dividends  paid 200, 302. 19 

Cr.  balance  Jan.  1,  1917 41,90L93 


Exhibit  B. — Comparative  yearly  statement  Federal  Reserve  Bank  qf  Dallas. 


Dec.  29, 1916. 


De€.».i«i 


mZSOUKCES. 


Bills  disooonted  members 

Bins  boaght  in  open  market 

United  States  boods  to  secure  drculatiflo.. 

United  States  h<mAs  on  hand 

United  States  bonds  suspense  account 

IT^nited  States  Treasury  notes 

Investments,  municipei  warrants 


Interest  aeerued  on  United  States  boods 

Premium  and  discount  oo  United  States  bonds. 

Expenses  paid  in  ad Tance 

Cost  of  imlssued  Federal  Reserve  notes 

Cmnmissions  paid 

Fumitxire  and  equipment 

Bank  premises 

Expense  current 

District  clearing  bouse  expense 

Profit  and  loss  account 

Interest  on  surrendered  stock 

Due  from  other  Federal  Reserve  Banks 

Due  from  member  banks— overdrafts 

Due  from  banks  and  bankers 

Exchange  tor  clearing  bouse 

Checks  and  other  cash  items 

Deferred  debits 


Gold  settlement  funds 

Due  from  Treasurer  United  States  gold  redemption  fund. 

Gold  coin  and  gold  certificates 

Other  lawful  money 


S818,7W.47 
2»a01,4SS.7O 

TV7,40S.OO 

TOSyOOOLOO 
137,3l&87 


8,180,81LO( 


37,334.54 

1,406.36 

2,606.87 

8, 94a  33 

K&58 

37,164.33 

144,246wai 

72,796.04 

280.87 


7&18 


333.84 

11,073.50 
2,491.70 


5,603,784.93 


14,946y50a00 

96, 75a  00 

4,975,463.50 

353,614.90 


8s,60t.aia& 

87B,6wiOB 


71^888.1$ 


5.943,08&(7 


411.23 


9,9M.« 


144,7nLf6 
61, 6K^ 


878,2M.W 


6!r7.SS 
171,50a(» 


8,€flO,oaa« 

3,973,73QLi» 


Federal  Reserve  Bank  notes  (secured  by  United  States  bonds)  on  hand 

Due  from  Treasurer  United  States  5  per  cent  fund  account  Federal  Reserv-e 
Banknotes 


20,231,327.40 

2^000,  ooa  00 

100,000.00 


13,150,31130 
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Exhibit  B. — CampartUive  yearly  staUment  Federal  Reserve  Bank  of  Dallas — Oontd. 


Dec.  29. 1016. 

Dec.  29, 1915. 

KI80UBCES— coutinued. 
National  bank  notes  and  Federal  Reserve  notes  on  hand 

$n8,770.00 

574,ooaoo 

859.44 

273,ooaoo 

0048,260.00 

VedenU  Renerve  notes  oo  hand 

375, 17a  00 
10^901.36 

44,ooaoo 

Nickel'?  and  owt* , . 

Motifaited  currency  forwarded  for  redemption 

Total  nwh 

a3,807,05&84 

14,528,735.66 

Total  Fesonroes. 

37,000,751.13 

21,700,205.91 

LUBiLrms. 
Capital  paid  <n 

2,695,300.00 
750.00 

2,752,816.67 

Discount  eanied  on  bUls  discount  members 

...  $102,200.88 

145,438.32 

Discount  earned  oo  bills  bought 

...       10,321.58 

Interest  on  inmstments T 

W7.70 
...      43,329.50 

845.82 

583.65 

Discount  on  United  States  bonds 

None. 

6,337.50 

Tran.5fers  bought  and  sold 

7,267.45 

1, 196. 52 
282.80 

fkindrr  nroflts .... 

.  .      16,864.40 

163.930.96 

3,516.86 

8,640.03 

814.36 

168.67 

257.25 

Otww  earnings..    ........      .....               

...     180,531.78 

Less  applied  in  payment  dividend  to  Dec.  31, 1915 

...       16.rt00.82 

T^imrnf^  dt"C4Qnt  on  bills  discotnit  members.  . 

20,714.18 

TioeanwHl  di^fommt  on  bills  bo*ight 

TTneamed  interest  on  invettment-s 

221  26 

PiifMTf>oe  aocmmt 

Reserved  for  swMlrv  exDonses 

105.25 

1,400,066.48 

1,651,484.73 

26,164,307.07 

643.51 

18,567.34 

2,091,502.97 

5,ooo.ooaoo 

336,043.53 

1>iif)  to  Fnemh^r  banks.. 

0,701,742.52 

Expense  ^ecks , 

fta)»ier*p  checks '                    

17,476.80 
12,000.00 

Deferred  credits 

Gross  deposits. 

31,417,373.00 
1,700,000.00 
2,000.000.00 

15,157,262.85 
8,706,000.00 

Federal  Reserve  notes 

Federal  Reserve  Bank  notes 

Total  liabibtieR. ., 

37,090,751.13 

21,799,205.91 

Exhibit  C. — Discount  operations  of  the  Federal  Reserve  Bank  of  Dallas,  Tea-. ,  for  the 

year  1916. 

Total  number  of  banks  accommodated  by  rediscount  in  1 9 1 6 301 

Total  amount  of  diflcounts  for  member  banks  in  1916 $18, 512, 542.  85 

Number  of  new  banks  served  in  1916 63 


Exhibit  D. — Classification  cf  member  bani  discounts  handled^  by  maturities,  in  1916, 

Due  in  10  days $77,000 

Due  after  10  but  within  30  days 1, 404, 467 

Due  after  30  but  within  60  days 4, 077, 083 

Due  after  60  but  within  90  days 6,689,999 

Due  after  90  days 6,263,993 


Exhibit  E. — Amount  of  acceptances — trade  and  bankers' — discounted  and  bought  by   the 
Federal  Reserve  Bank  of  Dallas  in  1916. 

Trade  acceptances  discounted $248, 934.  71 

Bankers'  acceptances  bought  in  open  market 3, 543, 046.  71 

MATURITIES   OF  TRADE    ACCEPTANCES    DISCOUNTED. 

Thirty  days $35,555.19 

Sixty  days 167,726.94 

Ninety  days 45, 652. 58 
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Exhibit  F. — Amount  of  municipal  warrants  purchased  in,  1916 ^  rates  at  whiA  jm- 
chased f  and  maturities  of  same. 


Name  of  warrant. 

Maturity. 

Discount 
rate. 

Coounissico. 

AmooBt.^ 

City  of  Fitchburg,  Mass.,  anticipation  revenue 
warrants. 

City  of  Waltham,  Mass.,  anticipation  revenue  war- 
rants. 

City  of  Cbelsea,  Mass. ,  anticipation  revenue  warrants . 

Dallas  County,  Tex.,  courthouse  and  jail  warrants  • . 

Participation  in  city  of  New  York  revenue  bonds.  • . 

Participation  in  city  of  Brockton,  Mass.,  revenue 
warrants. 

Total 

Jan.  26,1917 

Nov.  10,1916 

Apr.    4,1917 
Feb.  15,1917 
Jan.   15,1917 

May  29,1917 

Per  cent. 
2.825 

21 

3 
3 
2} 

31 

One-eighth  of 

1  per  cent. 
do 

do 

None 

One^lghth  of 

1  per  cent. 
do 

123,000.00 

2s,ooaoo 

5O,000l0O 
2,083.31 
25,285.8 

2S,O0O 

152,318.87 

1 

Exhibit  G. — Statement  showing  required  reserve  deposits  of  member  hanks^  amxjmlt 
aclujally  carried,  also  excess  and  deficits,  for  year  1916,  by  months. 


Month. 


January... 
February. . 

March 

April 

May 

June 

July 

Auj:u.st.... 
September. 
October. .. 
Novemlwr. 
December. 

Total 


Required. 


S9, 
9, 
9, 
8. 
lit 
10, 
11 
Hi 
I*, 
15, 

16, 
19, 


24ft, 800 
068,700 
219,500 
906,651 
119,871 
992,737 
196,632 
686,887 
115,700 
824,230 
132,900 
350,480 


146,872,088 


Carried. 


$9 

9 

9 

9 

10 

11 

12 

11 

13 

19 

23 

26 


70.48 
79.28 
[».64 
S6.32 
S8.25 
93.17 
16.63 
12.03 
?7.76 
25.37 
)4.92 
31.60 


168,743,025.51 


Excess. 


$739,170.48 
732,379.28 
736,800.64 
712,415.32 


928,456.17 
861,513.63 
97,055.03 


3,376,095.37 
7, 601,  lot.  92 
6,952,901.66 


22,737,892.50 


Deficit. 


$151,982.75 


714,972.24 


866,954.99 


Amount  of 
overdrafts. 


$202,323. 6tf 

76,887.51 

21,227.44 

44,587.n 

7,542.90 

6,964.48 

226,89t7» 

529,213.07 

857,&S0.« 

777,600.81 

351,705.28 

42,4a48 


3,144,387.64 


Exhibit  H. — Federal  Reserve  notes — Number  of  Federal  Reserve  notes,  by  denominationt 
and  aggregate  amounts^  received,  issued  to  the  oanh,  and  returned  to  the  comptroller  since 
organization  and  on  hand  at  close  of  bu^ness  on  Dec.  SO,  1916. 


Number  of  notes. 

Aggregate 
amount. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hon- 
dreds. 

Received  from  comntroUcr 

1,840,000 
324,250 

350 
416,916 

1,140,000 
416,860 

140 
116,3861 

406,000 
148,950 

180 
27,585 

48,000 
21,900 

13 
1,084 

24,000 
7,660 

None. 
64 

$35,320,000 
10,628,79 

7,400 
3,850,745 

Received  from  Federal  Reserve  Bank . . . 

Received  from  Treasurer  of  United  States 

(fit  notes) 

Received  by  comptroller  from  Treasurer 
of  United  States  for  destruction  and 
credit  of  Federal  Reserve  Agent's  ac- 
count (unfit  notes) 

Total 

2,581,516 

1,673,376J 

672,715 

70,997 

31,704 

49,815,8» 

Issued  to  Federal  Reserve  Bank 

1,724,950 

454,516 
402,050 

1,367,540 

151,2861 
154,550 

580,430 

32,785 
59,500 

44,400 

1,084 
25,513 

21^300 

64 

10,350 

38,258, 730 

'  4,500,745 
7;O56,4fl0 

Returned  to  Comptroller  of  the  Currency 
for  destruction,  including  notes  re- 
turned by  United  States  Treasurer  for 
credit  of  Federal  Reserve  Agent's  ao- 
count 

Notes  on  hand  at  end  of  1916. 

Total * 

2,581,516 

1,673,376} 

672,715 

70,997 

31,704 

49,815,805 
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[Amounts  of  Federal  Reserve  Notes  of  the  several  denominations  received  from  other  Federal  Reserv* 
Banks  for  redemption  or  credit  and  returned  to  other  Federal  Reserve  Banks  for  redemption  or  credit 
by  the  Federal  Reserve  BanlCof  Dallas  during  the  calendar  year  1916.] 


Exchanged  with  Federal 
Reserve  Bank  of— 


Boston , 

NewYork 

Philadelphia.. 

Cleveland 

Richmond 

Atlanta 

Chicago 

St.  Louis 

tfimieapdis 

Kansas  City.... 
San  Francisco. . 


Fives. 


Received 
from. 


11,320 

397,000 

12,030 

61,000 

3,620 

147,580 

282,500 

304,285 

13,195 

16,310 

15,430 


Returned 
to. 


1,835 

23,265 

865 

1,230 

2,435 
50,760 

2,045 
41,280 

6,240 
99,230 

4,360 


Total I    1,208,370 


233,450 


Tens. 


Received 
from. 


22,120 

432,970 

23,440 

8,620 

7,920 

240,780 

374,500 

389,300 

19,720 

44,220 

31,510 


1,596,100 


Returned 
to. 


4,930 

54,600 

2,130 

3,060 

4,810 

135,620 

570 

53,050 

8,800 

77,750 

3,590 


348.910 


Twenties. 


Received 
from. 


22,750 

353,180 

27,360 

8,660 

6,940 

158,840 

249,500 

255,380 

17,600 

35,900 

24,320 


1,160,440 


Returned 
to. 


3,340 
27,740 

1,280 

5,180. 

5,320 
64,240 

1,780 
27,240 

6,000 
39,960 

6,460 


188,540 


Exchanged  with  Federal 
Reserve  Bank  of— 


Boston 

NewYork..., 
Philadelphia.. 

develand 

Rk^mond 

Atlanta 

Chicago 

St.  Louis 

lifinneapoUs... 
Kansas  City... 
San  Francisco. 

Total... 


FifUes. 


Received 
from. 


5,400 

66,450 

9,100 

1,400 

1,350 

139,800 

21,500 

54,250 

650 

1,950 

5,650 


307,500 


Returned 
to. 


5,300 
1,550 


1,350 

2,500 

2,600 

200 

15,800 

250 

27,750 

2,700 


60,000 


Hundreds. 


Received 
from. 


400 
15,900 
2,350 

500 


6,000 

2,500 

14,100 

400 

200 

1,000 


43,350 


Returned 
to. 


800 

4,300 
100 
500 
300 
14,900 
200 


400 
*866 


22,300 


Total. 


Received 
from. 


62,000 

1,265,500 

74,280 

24,280 

19,830 

693,000 

930,500 

1,017,316 

51,565 

98,580 

77,910 


4,314,760 


Returned 
to. 


16,205 

111,655 

4,275 

11,320 

15,365 

268,129 

4,795 

137,370 

21,690 
244,690 

17,910 


853,205 


Exhibit  J. — Statement  of  cost  on  Federal  Reserve  notes  printed  for  Federal  Reserve 

Bank  of  Dallas. 
1915. 
Nov.  20.  With  Federal  Reserve  Agent  3,800,000, 108,000  sheets  at  30.034 

per  1,000 $3,243,672 

With  Federal  Reserve  Board  5,380,000,  187,000  sheets  at  30.034 

per  1,000 5, 61C.  358 

Dec      6.  Payment  in  full  for  paper  used  in  printing  718,000  sheets  Fed- 
eral Reserve  notes 1, 377. 65 

Dec.  22.  Transportation  on  3,800,000  notes  at  0.1783  cents  per  1,000 677. 54 

1916. 

Mar.   11 .  Postage  $800,000  Federal  Reserv^e  notes  from  Washington 7.  66 

Mar.  28.  Postage  on  $400,000  Federal  Reserve  notes,  $100  bills,  from 

Washington 3. 84 

Apr.   11.  Charges  for  insurance  $800,000  from  Washington  3/7..  $96.00 
CTiarges  for  insurance  $400,000  from  Washington  3/25. . .    48. 00 

144. 00 

May     1.  Postage  on  $400,000  Federal  Reserve  notes  from  Washington. ..  7. 68 

May     4.  Postage  on  $1,040,000  Federal  Reserve  notes  from  Washington 

5/2 65.  28 

75284*^—17 29 
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1916, 

May   11 .  Insurance  on  11,360,000  Federal  Reserve  notes  4/11 $163. 20 

Insurance  on  $400,000  Federal  Reserve  notes  4/26 48. 00 

Insurance  on  $1,040,000  Federal  Reserve  notes  4/29. .     124. 80 

$336.00 

May   27.  Cost  of  prepairing  33,000  sheets  3,280,000 1, 134. 14 

June  19.  Cost  of  preparing  64,000  sheets 2, 199.55 

Aug.  28.  Postage  Federal  Reserve  notes 118. 62 

Sept.    7.  Postage  on  Federal  Reserve  notes 403.06 

Sept.  23.  Insurance  $880,000  Federal  Reserve  notes 105.60 

Sept.  29.  Postage  on  $1,000,000  Federal  Reserve  notes 96.00 

Cost  of  making  two  dies 180.00 

Nov.  25.  Die  for  $5  Federal  Reserve  notes 90.00 

Nov.    6.  Insurance  $6,380,000  frcMtt  Washington 765.60 

Cost  of  preparing  153,000  sheets 6, 258. 31 

Cost  of  preparing  13 ,000  sheets 446. 79 

Dec.  30.  Cost  of  preparing  61,000  sheets  (amortized  in  January,  1917) ...  2, 096. 44 

24,373.81 

Exhibit  K. — Investment  operations  of  the  bank,  by  months,  showing  all  classes  ofsvuk 

investments  for  1916. 


Month. 

BescripttOQ  of  security. 

BasU. 

Amount. 

April 

Registered  2  per  cent  Panama  bonds,  series  1906-36 

100 
100 

too 

100 

99 

99| 

99! 

100 

100 

100 

100 

100 

100 
100 

100 

5,ooa« 

1,523. 3SQ.  09 

2^ooaao 

Ref'istf^rfxl  2  per  cent  Panama  bonds,  {wif>s  1908->'W. .........  r 

Registered  2  per  cent  consol  bonds,  series  1030 

Kay 

Jun6 

R^'*it4«rfyi  2  per  04»nt  Panama  bon^s,  swies  i90ft-3ft. . - 

R^^stered  2  pM*  cent  Panama  bond.s^  series  1908-^. .   

l9,OQaOO 
236,0Q0.« 

45,aoaa 

65,00a60 

65,06a  oe 
]»,ooa(n 
25,ooa(» 
25,ooaoo 

50,000.  OB 
2,033.34 

500,ooa(0 
ioD,ooaoo 
950,ooaoo 

2S,2S5wS3 

2s,noaoo 

so  000.01 

Registered  2  per  cent  consol  bonds,  series  1930 

August 

Registered  2  per  cent  Panama  bonds,  series  1906^36 

Registered  2  per  cent  '^-onsol  bonds,  series  1930 . , .  - .  -  r  - 

September. . 

Registered  2  per  cent  Panama  bonds,  series  1906-36 

Registered  2  per  cent  consol  bondis,  series  1930 

October... 

City  of  Fi*^ch^iirg,  Mass.,  anticipation  revenue  warrants. 

City  of  Waltham,  Mass.,  anticipation  revenue  warrants 

November 

City  of  Chelsea,  Mass  ,  anticipation  revenue  warrants 

County  of  Dallas,  Texas,  courthouse  and  Jail  warrants... 

Registered  2  per  cent  Panama  bonds,  sencs  1906-3G. 

Registered  2  per  cent  consol  bonds,  series  1930 

Registered  2  per  cent  consol  bonds,  series  1930 

December... 

Participation  in  city  of  New  York  revenue  bonds 

Participation  in  city  of  Brockton.  Mass. ,  revenue  warrants 

Reelstered  2  oer  cent  consol  bonds  series  1930 

Ro^ist prcd  2  iK*r oont  consol  bonds  scrips  1030 •..-• -.•. 

7  500.00 

ExHiBrr  L — Memorandum  of  discount  rates  in  effect  in  1916,  showing  dates  ofchanga. 


Class  of  paper. 


Time. 


Rate. 


Efleotira. 


Commercial.  Industnal,  agricultural,  live  stock. . 

Agricultural,  live  stock 

Trade  acceptances 

Do 

Do 

Commodity  paper 

Flfteen-dav  collateral  notes 

Open-market  purchases 


Up  to  90  days 

91  days  to  6  months. 

Up  to  60  days 

61  to  90  davs 

Up  to  90  days 

do 

Up  to  15  days 


Per  cent. 

4 


t 


4 

f 

31 
Various. 


Whole  year  1916. 

Do. 
Jan.  1  to  Jan.  12. 

Do. 
Jan.  12  to  Dec.  31 
Whole  ye»r  1916. 
Sept.  20, 1915. 
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John  Pebrin,  Chairman  and  Federal  Reserve  Agent. 


Financial  Results  of  Operation. 

During  the  year  1916  the  resources  of  this  bank  have  more  than 
doubled,  as  shown  in  the  following  comparative  statement: 


BISOUltCES. 

Bills  discounted  for  member  banks 

BiUs  bought,  open  market : . 

Mnnieipai  warrants 

United  States  bonds  and  notes 

Fumittire  and  equipment 

Cost  of  unissued  Fedecal  Reserve  notes 

Cost  of  Federal  Reserve  Bank  notes 

E  xpense  of  organization 

Otn^  resources 

Due  from  other  Federal  Reserve  Banks 

Gold,  including  Federal  Reserve  notes  exchangeable  for  gold  with  Federal  Re- 
serve Agent 

Total 

LIAfilUTIES. 

Capital  paid  in , , 

Undixided  profits 

Unearned  discount , 

Due  to  other  Federal  Reserve  Banks 

Due  to  member  banks  (net) , 

Government  deposits , 

Other  liabilities 

Total 


Dec.  30, 
1916. 


$250,968 

12,462,266 

737,376 

3,133,750 


465,930 
4,241,904 

22,795,813 


45,088,007 


3,929,300 

15,417 

33,188 

947,794 

36,477,704 

3,643,138 

41,466 


45,088,007 


Dec.  31, 
1915. 


$467, 162 

683,840 

344,978 

1,000,475 

93,996 

15,.'>53 
3,934,866 

15,173,717 


21,714,587 


3,941,800 


4,740 

10,541 

17,321,863 

427,320 

8,323 


21,714,587 


EARNINGS,    EXPENSES,    AND   DIVIDENDS. 

The  net  earnings  (Table  2)  for  the  year  have  amoimted  to  $59,153.09, 
out  of  which  two  dividends  at  the  rate  of  6  per  cent  per  annum  have 
been  paid,  the  first  on  October  1,  1916,  covering  the  period  November 
16,  1914,  to  December  31,  1914,  and  the  second  on  December  30, 
1916,  for  the  period  from  January  1,  1915,  to  March  31,  1915.  A 
balance  of  $15,416.87  undivided  profits  remains.  In  addition  to  all 
current  expenses,  there  have  been  charged  off  all  organization 
expenses,  $45,085.09,  the  cost  of  all  furniture  and  equipment, 
$12,589.59,  the  cost  of  engraving  plates  for  Federal  Reserve  Bank 
notes,  $480,  and  the  cost  of  engraving,  printing,  and  shipping  Federal 
Reserve  notes,  $56,804.69,  a  total  of  $114,959.37.     Only  cash  and 
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current  earning  investments  are  carried  on  the  books  at  this  date  as 
live  assets. 

The  net  earnings  by  months  have  been  as  follows: 


January.... 
February.. 

March 

April 

May 

June 

July 

August 

September. 
October — 
NovembCT.. 
December. . 


Total.. 


Net 

Dividend  No! *rj *]!!!!!!!!!!!!! "!!!!!!!!!!!!!!!!!! 

Dividend  No.  2 , 

Charged  off: 

Balance  furniture  and  equipment , 

Balance  organization  expense , 

Balance  cost  of  unissued  Federal  Reserve  notes.. 
Cost  Federal  Reserve  Bank  notes 


Undivided  profits. 


Delkdt 


$5,396.74 
1,781.27 


7,180.01 


12,340.97 
31,395.25 

12,589.59 

35, 39a  44 

42,236.04 

48a  00 


Excess 


$1 ,306.67 
4,189.81 
6,578.M 
9,350.34 
18,099.8$ 
l8,S3t51 
16,917.63 
22,009. 5S 
24,417.a 
35,545.09 


157,029.17 


149,840.16 


134,432.9 


15,416.87 


Activities  During  the  Year. 


DISCOUNT  OPERATIONS. 


Discount  rates  (Table  4)  during  the  year  have  remained  substan- 
tially as  fixed  in  January,  1915.  A  total  of  $1,973,355  has  been  redis- 
counted  during  the  year,  the  classification  being  shown  in  Table  5. 
The  largest  aggregate  of  rediscounted  paper  was  $572,619,  held  on 
July  18,  and  the  smallest  $228,922,  held  on  October  23. 

There  has  been  no  disposition  manifested  by  member  banks  to 
avail  of  the  opportunity  to  rediscount  commodity  paper.  It  may  be 
that  conditions  will  arise  in  the  future  which  will  cause  more  active 
interest  in  this  class  of  paper. 

There  has  been  considerable  discussion  among  dealers  and  credit 
men  regarding  trade  acceptances,  with  here  and  there  a  concern  of 
especial  enterprise  and  alertness  entering  upon  their  use.  To  se- 
cure settlements  in  the  form  of  trade  acceptances  for  merchandise 
sold,  instead  of  carrying  unavailable  open  accoimts,  yields  advantages 
so  manifold  and  important  that  this  method  seems  sure  of  being 
widely  adopted  when  dealers  realize  the  advantages  cbtainablei 
including  lower  interest  rates  than  on  direct  borrowings. 

ACCEPTANCES. 

This  bank's  most  important  volume  of  investments  during  the 
year  has  been  in  acceptances,  a  total  of  $32,775,678  having  been 
purchased  at  rates  ranging  from  If  to  3f   per  cent.     The  maxi- 
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mum  rates  for  the  year  are  prevailing  as  the  year  closes.  The 
total  held  at  one  time  has  fluctuated  between  a  minimum  of 
$665,880  on  February  21  and  a  maxunimi  of  $12,832,686  on  Decem- 
ber 14  (Table  6).  These  acceptances  have  been  chiefly  those  of  New 
York  banks,  with  lesser  amounts  of  banks  in  Boston  and  Philadel- 
phia. Banks  of  the  twelfth  Federal  Reserve  district  have  engaged 
little  as  yet  in  acceptance  business,  although  a  quite  important  vol- 
ume would  apparently  be  possible  for  them  in  the  trade  with  the 
Orient  as  well  as  in  domestic  transactions.  Some  of  the  most  impor- 
tant banks  have  had  no  such  transactions  thus  far. 

Of  acceptances  offered  for  purchase  in  San  Francisco,  those  of  one 
Japanese  bank  have  exceeded  in  volimie  those  of  any  other  bank. 
Purchases  of  acceptances  of  Pacific  coast  banks  have  been  at  the 
same  rates  as  those  of  New  York  banks.  With  equally  favorable 
rates,  the  opportunity  offers  for  creating  a  discount  market  of  some 
importance  on  this  western  coast  with  profit  to  acceptors  and  added 
opportunities  for  enlarged  trade.  Because  of  short  maturity,  min- 
imum of  risk,  certainty  of  payment  at  maturity,  and  breadth  of 
market,  if  sale  or  rediscount  should  be  desired,  such  paper  would 
seem  to  be  an  ideal  investment  not  only  for  Federal  Reserve  banks 
but  also  for  member  banks. 

EFFECT  UPON   GENERAL  MARKET  RATES. 

Aside  from  a  relatively  small  volimie  of  acceptances  growing  chiefly 
out  of  oriental  business  and  offered  in  San  Francisco,  and  aside  from 
the  small  volume  of  rediscounts,  the  investment  operations  of  this 
bank  have  been  so  largely  in  New  York  that  they  have  at  present  no 
important  influence  upon  the  general  market  rates  of  this  district. 
The  published  rediscount  rates  have  probably  influenced  somewhat 
the  rates  charged  borrowing  banks  by  correspondents,  but  credit 
conditions  have  been  so  easy  throughout  the  district  that  any  sound 
bank  desiring  to  borrow  has  been  able  to  secure  satisfactory  rates 
without  diflBcidty.  When  lending  rates  advance  generally,  it  may 
perhaps  be  reasonably  anticipated  that  the  relatively  low  discoimt 
rates  likely  to  be  maintained  by  Federal  Reserve  Banks,,  through 
moderating  the  advances  in  discount  rates  accorded  to  country  banks 
by  their  corresp6ndents,  will  influence  lending  rates  more  than  dur- 
ing the  past  year. 

UNITED   STATES   BOND   OPERATIONS. 

In  addition  to  $1,010,000  2  per  cent  United  States  bonds  bought 
previously,  there  have  been  purchased  during  the  current  year  2 
per  cent  consols  amounting  to  $2,623,750.  Except  $25,000,  those 
have  all  been  bought  from  member  banks  (Table  7). 

Under  the  privilege  granted  by  the  Federal  Reserve  Act  $1,000,000 
of  these  have  been  converted — $500,000  into  United  States  3  per  cent 
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one-year  gold  notes,  and  $500,000  into  United  States  3  per  cent 
30-year  gold  bonds.  The  latter  have  all  been  sold  at  a  sligjit 
premium. 

Altiioiigh  the  one-year  gold  i^otes,  at  the  option  of  the  Secreikiy 
of  the  Treasury,  carry  the  obligation  of  the  recipient  Federal 
Reserve  Bank  of  annual  renewal  for  30  years,  yet  they  constitute  a 
security  readily  salable  in  this  or  other  countries  if  need  should  arise. 

Prior  to  purchase  these  United  States  bonds  were  pledged  to  secure 
national-bank  circulation,  which  was  retired  in  order  to  rdease  the 
bonds.  As  similar  circulation  has  not  been  issued  by  the  Federal 
Reserve  Bank,  the  net  result  has  been  a  reduction  in  the  anuHuit  of 
bond-secured  circulation. 

MUNICIPAL   WARRANTS. 

During  the  year  a  total  of  $5,962,621.14  municipal  warrants  have 
been  purchased,  as  shown  in  Table  8.  The  income  basis  has  ranged 
from  2  per  cent  to  4  per  cent,  and  for  the  most  part  those  bought 
have  been  issued  in  anticipation  of  taxes  by  New  York  and  oUier 
eastern  cities.  A  few  California  bonds  have  been  bought,  classed  as 
municipal  warrants,  because  having  maturity  within  six  months  and 
accumulated  smking  fimd.  When  the  laws  of  the  several  States  in 
this  district  are  changed  so  as  to  authorize  the  issue  of  such  municipal 
warrants.  Pacific  coast  mimicipalities  will  also  benefit  by  the  oppor- 
tunity to  secure  temporary  loans  at  correspondingly  low  rates.  Con- 
siderable interest  has  been  manifested  by  citizens  of  Seattle  in  this 
matter.  ^ 

CHANGES    IN   RESERVE    POSFTION. 

Table  9  gives  the  reserve  position  of  the  bank  at  the  beginning  of 
each  month  during  the  year.  In  this  calculation  Federal  Reserve 
notes  held  in  the  bank's  cash  have  been  counted  as  gold,  because  imme- 
diately exchangeable  for  gold  by  presenting  to  the  Federal  Reserve 
Agent. 

Federal  Reserve  Bank  and  Mebiber  Banks. 

change  in  membership. 

The  capital  of  member  banks  in  this  district  compared  with  one 
year  ago  is  as  follows: 


Date. 


Dec.  31, 1916. 
D«J.  31,1915. 


Increase. . 


Number  of 
banks. 


524 


CapHal. 


$89,389,000 
89,U9,<IW 


470,«» 
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National  banks  of  tlie  difitrict  show  an  increase  over  a  year  ago  o( 
approximately  28.3  per  cent  in  deposits  and  22.8  per  cent  in  Idans 
(Table  13). 

During  the  year  six  national  banks,  having  aggregate  capital  of 
$610^000,  converted  into  State  banks,  and  three  State  banks,  having 
aggregate  capital  of  $800,000,  converted  into  national  banks. 

There  are  many  evidences  that  the  relations  between  this  bank 
and  its  member  banks  are  tiioee  of  increasingly  good  understandmg 
and  mutual  confidence.  As  opportunities  have  presented  for  per- 
sonal intOTchanges,  misapprehensions  have  been  cleared  away,  and 
member  banks  more  generally  havie  come  to  realize  the  earnest  pur- 
pose of  this  bank  to  render  service  and  its  sure  and  prompt  response 
without  red  tape. 

Grumbhng  may  be  an  evidence  of  vigor.  An  old  sea  captain  of 
this  coast,  when  his  mate  reported  that  the  crew  were  all  grumb- 
ling, remarked:  "What  of  it.  Do  you  want  them  all  sick?"  In  the 
shift  from  the  old  system  to  the  Federal  Reserve  system,  probably  no 
one  matter  has  occasioned  more  grumbhng  than  that  reserve  deposits 
are  required  to  be  carried  with  the  Federal  Reserve  Bank  without 
interest  in  view  of  the  fact  that  so-called  reserve  deposits  previously 
carried  with  member  banks  in  reserve  and  central  reserve  cities 
usually  bore  2  per  cent  interest.  That  this  grumbhng  has  not  been 
warranted  is  shown  by  the  fact  that  lawful  money  reserve  carried  in 
the  vaults  of  national  banks  of  this  district  on  October  31,  1914,  just 
prior  to  the  estabhshment  of  the  Federal  Reserve  system,  averaged 
12.5  per  cent  of  deposit  KabiUties,  while  on  September  12,  1916, 
member  banks  reserve  in  vault  and  deposits  with  the  Federal  Reserve 
Bank  taken  together  averaged  only  11.4  per  cent  of  deposit  habihties. 
(Table  14.)  In  other  words,  with  less  noninterest  bearing  reserve 
the  advantages  were  had  of  the  fortification  of  each  member  bank  by 
the  Federal  Reserve  system  and  the  freedom  to  lend  at  full  interest 
rates  considerable  amounts  previously  loaned  at  2  per  cent  to  other 
banks  in  the  form  of  so-called  reserve  deposits. 

Increased  profit  has  thus  been  made  possible  and  in  many  instances 
banks  availing  of  the  new  opportunities  under  the  Federal  Reserve 
Act  have  shown  increased  income  in  spite  of  abnormally  low  lending 
rates  throughout  the  year. 

BRANCHES. 

In  no  other  district  do  the  distances  make  it  so  necessary  to  estab- 
lish branches  in  order  to  give  adequate  service  to  all  member  banks. 
This  matter  is  one  which  has  been  under  frequent  consideration,  but 
action  has  been  deferred  in  order  to  gain  fuller  knowledge  of  tlie 
requirements  and  possibihties  of  branches  from  experience  in  the 
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operation  of  the  head  office  and  until  the  bank's  income  would  justify 
the  important  increase  of  expense  which  the  establishment  of  branches 
would  entail.  While  rediscoimts  for  the  entire  district  can  be  well 
cared  for  at  the  head  office  for  an  indefinite  period,  it  is  recognized 
that  efficient  clearing  of  checks  will  ultimately  require  offices  of  this 
bank  at  several  points  in  the  district. 

RELATIONS    WITH   STATE    BANKS. 

No  State  banks  or  trust  companies  in  this  district  have  joined  the 
Federal  Reserve  system.  In  California  this  is  doubtless  due  in  part 
to  the  State  banking  law,  and  in  the  other  States  in  part  to  the  fact 
that  near-by  branches  have  not  yet  been  established.  In  the  main, 
however,  friendly  relations  exist  between  State  banks  and  trust  com- 
panies and  this  bank.  It  is  beUeved  that  there  is  growing  apprecia- 
tion of  the  fact  that  even  the  smallest  nonmember  bank  benefits 
importantly  even  though  indirectly  by  the  existence  of  the  Federal 
Reserve  system.  The  following  letter  is  from  a  Utah  State  bank 
dated  October  28,  1916: 

Federal  Reserve  Bank, 

San  FranciscOf  Cal. 

Gentlemen:  Sometime  ago  we  had  some  correspondence  with  you 
in  regards  to  paying  our  checks  sent  us  by  you  for  collection  at  par. 
You  will  recall  we  expressed  a  wiUingness  to  pay  all  checks  at  par 
with  exception  of  those  that  should  come  through  the  Salt  Lake 
Clearing  House. 

Since  that  time  we  have  g^ven  the  matter  considerable  thought  and 
have  also  talked  it  over  with  our  bankers  in  Salt  Lake  City.  We 
have  learned  more  about  the  real  value  of  the  system  and  are  con- 
vinced that  it  is  a  good  thing.  We  feel  eventually  that  all  nonmember . 
banks  are  going  to  give  the  system  their  undivided  support  and  con- 
sequently we  wish  to  fall  in  line  right  now.  So  if  you  will  send  aU 
collections  direct  to  us  we  shall  be  pleased  to  issue  our  Salt  Lake  draft 
and  remit  to  you  at  par. 

We  trust  tms  meets  with  your  approval  and  hope  to  do  our  share  in 
making  the  system  a  success. 

SAVINGS   accounts. 

The  California  bank  act  provides  in  part  (sea  49):  ''It  shall 
not  be  lawful  *  *  *  to  sohcit  or  receive  *  *  *  savings 
*  *  *  except  in  the  case  of  *  *  *  banks  *  *  *  subject 
to  the  provisions  of  this  act.  Any  *  *  *  bank  violating  any 
provision  of  this  section  shall  forfeit  to  this  State  one  hundred  dol- 
lars a  day  *  *  *  ;"  and  in  section  144:  ''Whenever  by  the 
terms  of  this  act  a  penalty  or  forfeiture  is  imposed,  the  same  shall  be 
recovered  in  an  action  brought  at  the  request  of  the  superintendent 
of  banks  by  the  attorney  general    *    *     *." 
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The  superintendent  of  banks  holds  that  this  makes  it  unlawful 
for  national  banks  in  California  to  accept  or  advertise  for  savings 
accounts,  and  has  indicated  that  he  will  impose  the  penalty  provided, 
which  he  will  seek  to  have  the  attorney  general  bring  proceedings  to 
recover  in  the  case  of  any  national  bank  acting  in  contravention  of 
the  act  quoted.  CJounsel  of  the  Federal  Reserve  Board  and  counsel 
of  the  Federal  Reserve  Bank  hold  that  the  Federal  Reserve  Act,  out- 
ranking in  authority  the  State  statute,  gives  all  national  banks 
absolute  right  to  receive  savings  accounts  and  to  advertise  for  them. 
A  number  of  national  banks  in  California  are  accordingly  accepting 
savings  accounts  and  advertising  for  them  by  window  signs  and  other- 
wise. In  each  instance  in  which  the  superintendent  of  banks  has 
challenged  the  exercise  of  these  rights  by  a  national  bank,  the  Federal 
Reserve  Bank  has  offered  to  appear  by  its  own  counsel  and  defend 
at  its  own  expense  any  action  brought.  The  attorney  general,  how- 
ever, has  brought  no  action  in  any  instance- 

EXCESS   DEPOSITS   FROM   MEMBER   BANKS. 

Although  the  recent  amendment  to  the  Federal  Reserve  Act  by 
ruling  of  the  Federal  Reserve  Boarji  gives  to  member  banks  authority 
to  carry  with  the  Federal  Reserve  Bank  any  part  of  their  total 
required  reserve,  little  disposition  has  been  manifested  to  carry  with 
the  Federal  Reserve  Bank  a  larger  proportion  than  that  required. 
All  habits  are  slow  to  change,  habits  in  banking  perhaps  slowest 
of  aU,  as  many  banks  still  operate  without  avaiUng  of  the  new  oppor- 
timities  offered  through  the  Federal  Reserve  Act  by  which  their 
profits  could  be  increased.  But  beyond  this  is  the  fact  that  so 
long  as  dearing-hoiLse  balances  must  be  settled  with  cash  from  vault, 
the  cash  so  carried  must  be  considerable  enough  to  meet  these  daily 
requirements.  If,  however,  clearing-house  balances  were  settled 
by  transfers  on  the  books  of  the  Federal  Reserve  Bank,  excess  bal- 
ances would  naturally  be  carried  with  the  Federal  Reserve  Bank  to 
meet  the  fluctuating  requirements,  and  the  vault  cash  would  diminish 
to  an  amount  found  convenient  as  till  money. 

OVERDRAFTS. 

The  maximum  deficiency  in  reserve  deposits  in  any  month  during 
the  year  has  been  an  average  of  $69,200  in  the  combined  balances  of 
38  banks  in  the  month  of  September.  The  imposition  of  the  penalty 
tax  upon  deficiency  in  reserves,  as  required  by  law,  has  occasioned 
greater  care  in  maintaining  reserve  deposits  at  the  required  point. 

Weekly  reports  are  furnished  by  member  banks  showing  the  daily 
totals  of  demand  and  time  deposits  and  the  reserve  required  to  be 
carried  with  the  Federal  Reserve  Bank,  although  banks  having  net 


Digitized  by  VjOOQ IC 


452  AXXUAL  BEPORT  OF   THE   FEDEBAL  BESERVE  BOARD. 

deposits  of  less  than  $1,000,000,  instead  of  giving  daily  figures,  give 
only  those  of  each  Friday.  These  reports  are  compared  with  the 
books  of  this  bank  and  form  the  basis  for  computing  the  penalties 
for  deficiency  of  reserves. 

This  bank  has  had  no  occasion  to  cause  special  examinations  of  any 
of  its  member  banks  to  be  made  during  the  year. 

BANK   FAILURES. 

Since  the  establfehment  of  the  Federal  Reserve  system,  Nov«nbear 
16,  1914,  there  has  been  no  failiire  of  a  national  bank  in  this  district 
During  the  same  period  there  have  been  seven  failures  of  State  banks, 
three  in  Arizona,  one  in  Oregon,  and  three  in  Washington. 

OVERDUE   PAPER. 

It  has  been  the  practice  of  this  bank,  for  the  most  part,  to  send  for 
collection,  some  days  before  maturity,  paper  rediseounted  for  Biember 
banks,  to  the  member  bank  from  which  received,  charging  the  same 
to  the  account  of  that  bank  on  the  day  of  maturity.  This  bank  has 
had  no  instance  of  overdue  paper  and  no  loss  whatever  in  rediscount 
transactions. 

PUBLIC   EBLATION8. 

The  pubhc  has  imquestionably  accepted  the  Federal  Reserve  sys- 
tem as  an  instrumentaUty  of  inestimable  value  to  commerce  and 
industry  in  all  departments.  Occasional  critical  articles  in  news- 
papei*s,  usually  growing  out  of  lack  of  understanding  of  principles  or 
misinformation  as  to  facts,  seem  to  find  no  responding  approval 
among  business  men.  But  although  there  is  general  faith,  there  is 
often  haziness  of  ideas  about  the  Federal  Reserve  system.  The 
truth  of  this  could  not  be  more  clearly  shown  than  by  the  following 
selected  answers  to  questions  put  to  those  seeking  licenses  as  teachers 
hi  one  of  the  States  of  tliis  district: 

Question: 

a.  What  is  the  Federal  Reserve  Act  of  Wilson's  administra- 
tion? 
6.  How  many  banks  were  formed  and  how  governed  ? 

Answers : 

1.  The  Federal  Reserve  Act  was  making  a  park  in  Colorado- 

very  much  like  Yellowstone  National  jPark. 

2.  To  fonn  national  reserve  banks  to  aid  in  bringing  the  war 

in  Europe  to  a  close. 

3.  Tl\e  regional  banks  are  to  be  controlled  by  corporations 

elected  by  the  President. 
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4.  The  Federal  Reserre  Act  is  the  tax  he  has  levied  or  the 

stamps  he  has  caused  to  be  put  on  all  goods  bought  or 
sold  m  the  United  States,  There  is  also  a  tax  on  tele- 
grams, telephone  long-distance  calls,  etc.  This  is  to  raise 
a  fund  to  improve  the  Army  and  Navy  and  help  pay  the 
national  debt. 

5.  The  Federal  Reserve  Act  is  taking  care  of  the  old  soldiers 

and  having  them  practice  war. 

6.  There  is  a  Federal  Reserve  Bank  in  each  city  of  over  10,000, 

controlled  by  the  officers. 

7.  The  Federal  Reserve  Act  is  one  storing  money  of  the  country  < 

and  anyone  who  is  without  money  or  "  broke  "  can  go  to 
these  banks  and  get  what  money  they  need. 
8  The  Federal  Reserve  Act  was  to  lay  aside  a  certain  amount 
of  the  United  States  money  and  this  is  to  be  used  only  in 
times  when  the  country  is  in  need  of  it  and  demands  its 
usage.  This  money  is  to  be  used  only  when  all  other 
money  of  the  United  States  is  at  an  end. 

Oi^anized  and  systematic  public  relations  work  would  be  invalu- 
able, both  in  informing  the  public  so  that  through  knowledge  they 
would  have  inteUigent  reUance  in  sound  member  banks  fortified  by 
a  Federal  Reserve  Bank,  and  also  in  developing  the  understanding  of 
member  banks  unth  resulting  greater  cooperation  and  consequent 
profit  to  themselves  and  benefit  to  general  business.  With  better 
understanding  of  the  purposes  «md  possibihties  of  the  Federal  Reserve 
system,  nonmember  banks  would  become  member  banks,  corre- 
spondingly strengthening  the  Federal  Reserve  system  and  increasing 
the  stabihty  of  business. 

The  objective  results  of  the  Federal  Reserve  sj^tem  so  depend  upon 
knowledge  both  of  bankers  and  of  the  pubUc  that  it  seems  important 
that  this  phase  of  a  Federal  Reserve  Bank's  endeavors  should  not  be 
sporadic,  but  in  conformity  with  a  definitely  organized  plan.  Prog- 
ress in  development  seems  hkely  to  be  in  direct  proportion  to  the 
character  and  quaUty  of  such  effort. 

Federal  Reserve  Bank  and  the  Gtovernment. 

The  amount  of  the  Government  deposit  balance  with  this  bank  at 
the  beginning  of  each  month  during  the  year  is  shown  in  Table  10. 

During  the  year  gold  transfers  through  the  subtreasury,  to  other 
subtreasury  cities,  chiefly  New  York,  and  to  the  Treasury  at  Wash- 
ington, have  been  made  to  the  extent  of  $26,480,000.  Transfers  to 
the  extent  of  $3,100,000  have  been  made  in  the  reverse  direction. 
In  like  manner  transfers  have  been  made  to  the  gold  settlement  fund 
in  Washington  to  the  extent  of  $82,781,000,  and  transfers  have  been 
received  from  the  gold  settlement  fund  to  the  amount  of  $119,960,000 
(Table  11). 
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Mr.  Claud  Gatch,  the  chief  national  bank  examiner  of  the  district, 
both  from  personal  inclination  and  in  accordance  with  instructions 
from  the  Comptroller  of  the  Currency,  cooperates  fully  and  cordially 
with  this  bank.  When  examiners  are  called  here  for  a  periodical 
conference,  he  makes  opportunities  for  the  officials  of  this  bank  to 
meet  them  and  benefit  by  personal  discussions. 

Transcripts  of  considerable  parts  of  the  reports  of  all  National 
Bank  examinations  are  furnished  to  the  Federal  Reserve  Agent,  and 
fuller  details  given  upon  special  request. 

Upon  request  of  this  bank,  there  has  been  printed  a  stock  of  its 
Federal  Reserve  notes,  of  which  $44,440,000  are  immediately  avail- 
able, $15,980,000  being  stored  at  the  San  Francisco  subtreasury  and 
the  remainder  in  Washington. 

Federal  Reserve  Bank  and  Note  Issues. 

It  has  been  the  constant  policy  of  this  bank  to  use  Federal  Reserve 
notes  for  money  payments  whenever  possible,  with  the  purpose  of 
retaining  gold  as  reserve  and  having  cash  settlements  effected  witii 
credit  instruments,  thxis  adding  proportionately  to  the  strength  of 
the  Federal  Reserve  Bank,  since  each  dollar  in  gold  in  its  possession 
becomes  a  potential  two  dollars  and  a  half  by  its  constituting  the 
required  reserve  against  that  amoxmt  of  credit  whether  extended  in 
the  form  of  Federal  Reserve  notes  or  of  a  credit  upon  the  books  of  the 
bank.  Against  the  pledge  of  commercial  paper,  a  net  total  of 
$8,331,090  of  Federal  Reserve  notes  has  been  issued  during  the  year 
by  the  Federal  Reserve  Agent  to  the  Federal  Reserve  Bank. 

The  bank  has  reduced  this  liabiUty  by  depositing  with  the  Federal 
Reserve  Agent,  as  provided  by  law,  an  equal  amount  of  gold,  the 
commercial  paper  pledged  being  thereupon  surrendered  to  the  bank. 
It  results  therefore  that  all  the  Federal  Reserve  notes  of  this  bank  at 
present  outstanding  are  covered  by  100  per  cent  gold.  The  amount 
of  each  denomination  issued  is  shown  in  Table  12. 

Of  a  total  of  $20,891,000  Federal  Reserve  notes  paid  out  by  this 
bank  since  November  16,  1914,  $1,938,910  have  been  redeemed  and 
destroyed.  The  interdistrict  movement  of  the  Federal  Reserve 
notes  of  this  bank  shows  that  the  points  to  which  the  largest  volume 
leaving  this  district  finds  its  way  are  in  the  order  named:  New  York, 
Chicago,  and  Minneapolis.  It  also  appears  that  about  four  times 
as  many  move  out  from  this  district  as  move  from  other  districts 
into  this. 

All  national-bank  notes  find  their  way  to  the  United  States  Treas- 
urer at  Washington  for  redemption,  none  being  presented  to  the 
issuing  banks.  It  is  in  contrast  with  this  that  only  about  one-third 
of  the  Federal  Reserve  notes  of  this  bank  are  presented  at  the  Treas- 
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ury  in  Washington,  while  two-thirds  are  presented  direct  at  the 
counter  of  this  bank  either  by  member  banks  for  deposit  or  by  other 
Federal  Reserve  Banks  for  payment.  With  such  facility  of  redemp- 
tion, redundancy  appears  impossible. 

This  bank  has  issued  no  Federal  Reserve  Bank  notes,  which  cor- 
respond exactly  to  national-bank  notes  secured  by  United  States 
bonds  except  that  they  are  the  issue  of  Federal  Reserve  Banks 
instead  of  national  banks.  Four  million  dollars  of  such  notes,  how- 
ever, have  been  printed  for  this  bank  and  are  available  for  immediate 
issue.  If  this  bank  should  have  occasion  to  realize  on  the  United 
States  bonds  which  it  owns  and  which  are  held  in  Washington  for 
safe-keeping  for  its  account;  it  could  deposit  them  with  the  Comp- 
troller of  the  Currency  and  receive  at  once  the  par  value  in  Federal 
Reserve  Bank  notes. 

*  The  process  of  issuing  Federal  Reserve  notes  is  now  very  cumber- 
some, the  Federal  Reserve  Bank  making  application  to  the  Federal 
Reserve  Agent  and  pledging  a  part  of  its  commercial  or  bank  paper  as 
collateral.  These  notes  when  issued  become  a  first  lien  on  all  the 
assets  of  the  issuing  Federal  Reserve  Bank,  which  is  imder  obligation 
to  provide  money  to  redeem  them.  The  Federal  Reserve  Bank,  of 
course,  parts  with  the  notes  only  for  an  equal  value  in  gold  or  high- 
grade,  well-indorsed  comimercial  paper,  payments  of  which  con- 
tinually provide  it  with  money  for  redemption.  There  seems  to  be 
an  inconsistency  in  the  provisions  for  issue.  The  Federal  Reserve 
Agent  is  now  custodian  of  large  amounts  of  unissued  Federal  Reserve 
notes,  or  of  conmiercial  paper  pledged  by  the  Federal  Reserve  Bank, 
or  of  gold  paid  to  him  by  the  Federal  Reserve  Bank  to  offset  its 
Uabihty  on  Federal  Reserve  notes. 

Particularly,  in  considering  the  possibility  of  efficient  service 
through  branches,  does  it  seem  important  to  make  a  change  in  the 
method  of  note  issues.  The  Federal  Reserve  Act  makes  no  provi- 
sion for  the  issue  of  notes  at  branches,  and  apparently  the  only  way 
to  have  a  supply  of  them  at  branches  would  be  for  the  parent  bank 
to  invest  a  part  of  its  means  in  such  notes. 

Internal  Management  of  the  Bank. 

With  the  exception  of  Mr.  Alden  Anderson,  class  A  director,  who 
lives  in  Sacramento,  three  hours  distant,  all  directors  live  in  San 
Francisco,  and  their  great  regularity  of  attendance  at  meetings,  held 
on  the  first  and  third  Tuesdays  of  each  month,  assures  invariably 
larger  meetings  than  a  mere  quorum  of  five.  Matters  both  of  general 
poUcy  and  to  a  considerable  extent  of  detail  are  considered  by  the 
entire  board.  The  members  of  the  executive  committee  of  five  indi- 
vidually investigate  and  sign  the  executive  committee  report  of  in- 
vestments submitted  at  each  directors'  meeting,  but  because  of  the 
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close  touch  of  the  whole  board  of  directors  with  the  bank's  affairs 
formal  meetings  of  the  executive  committee  are  rardy  called. 

Upon  the  expiration  of  the  term  of  Mr.  Charles  A.  Peabody,  of 
Seattle,  who  found  it  impracticable  to  continue  to  serve  because  of 
the  great  distance,  the  Federal  Reserve  Boud,  in  January,  1916, 
appointed  a»  class  C  director  Mr.  Walton  N.  Moore,  president  of  the 
Walton  N.  Moore  Dry  Goods  Co.  (Inc.)>  of  San  Francisco,  and  desig- 
nated him  vice  chairman  and  deputy  Federal  Reserve  Agent,  to  senre 
without  salary,  but  with  a  per  diem  aUowance  for  time  givesi  to  the 
bank.  This  superseded  the  previous  designation  of  Mr.  Claud  Gatch, 
chief  national  bank  examiner,  in  accordance  with  a  declaration  of 
poUcy  by  the  Federal  Reserve  Board  that  bank  examiners  would  be 
ineligible  to  serve  as  class  C  directors  and  deputy  Federal  Reserve 
Agents.  Mr.  Gatch  was  continued  as  director  to  the  end  of  his  term, 
at  the  close  of  the  year  1916. 

The  appointment  as  class  C  directors  of  men  of  large  affairs,  such  as 
Mr.  Moore,  gives  important  dignity  and  influ^ice  to  ihB  Federal 
Reserve  Board's  representatives  on  the  Board  of  Directors  of  the 
Federal  Reserve  Bank,  but  in  such  designations  for  vice  eludnnan 
and  deputy  Federal  Reserve  Agent,  without  salary,  it  seems  a  reason- 
able view  that  but  Uttle  active  service  could  be  expected  beyond  pre- 
siding at  board  meetings. 

The  departme^t  of  the  Federal  Reserve  Agent  is  provided  with  no 
subordinate  officer  for  current  service. 

It  has  been  a  cause  of  much  pride  and  satisfaction  to  those  asBO- 
elated  in  the  bank  with  Gov.  Kains  that  the  President  of  the  United 
States  honored  him  with  an  appointment  as  a  member  of  the  Inter- 
national High  Commission  which  during  the  past  year  visited  a  number 
of  South  American  and  Central  American  coimtries  with  a  view  to 
opening  up  new  opportimities  for  our  foreign  trade. 

During  the  year  there  have  been  the  following  changes  in  the  staff: 
Upon  the  resignation  at  the  close  of  the  year  1915  of  Mr.  Russell 
Lowry,  deputy  governor,  to  become  president  of  the  First  National 
Bank  of  Oakland,  Cal.,  Mr.  John  U.  Calldns  was  promoted  to  be 
acting  deputy  governor,  and  on  August  1  was  elected  deputy  governor. 

Mr.  Clifford  J.  Shepherd,  acting  both  as  assistant  to  Federal  Re- 
serve Agent  and  as  assistant  cashier,  relinquished  the  former  posi- 
tion in  compliance  with  a  ruling  of  the  Federal  Reserve  Board  against 
division  of  services  between  the  two  departments.  He  continues  as 
assistant  cashier. 

The  clerical  staff  has  been,  increased  from  15  on  January  1,  1916, 
to  56  on  December  31,  1916. 

The  deputy  governor  carries  on  the  correspondence  in  connection 
.with    rediscounts  and  in  connection  with  many  g^ieral  mattei^, 
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and  tidies  full  charge  of  the  goveruor's  office  during  the  hitter's 
absence. 

The  cashier  carries  on  the  correspondence  growing  out  of  check 
collections  and  all  matters  pertaining  to  accounting,  etc.^  the  assist- 
'  ant  cashier  dividing  this  work  with  him  and  serving  as  acting 
cashier  during  the  cashier's  absence. 

The  official  staff  of  the  operating  department  is  exceptionidly  well 
organized  and  efficient. 

BANK  PREBnSES. 

The  present  office  of  the  bank;  rented  at  $9,600  per  year,  is  becom- 
ing increasingly  inadequate  in  consequence  of  the  rapid  expansion  of 
the  clerical  force  incident  to  the  growing  volume  of  check  collections. 
Its  vault  facihties  are  misatisfactory,  in  that  access  is  had  through 
the  office  of  another  bank,  with  which  the  vault  is  occupied  in  com- 
mon. There  have  been  rumors  from  time  to  time  that  this  bank 
has  arranged  or  is  arranging  to  erect  a  building  of  its  own.  Such 
rumors  have  be^i  without  foimdation,  as  neither  the  acquirement  of 
a  building  site  nor  the  erection  of  a  building  have  been  under  con- 
sideration. 

EXAMINATION   BY   FEDERAL   RESERVE    BANK  EXAMINER. 

Periodical  examinations  of  a  most  thorough  character  have  been 
made  of  this  bank  by  the  division  of  audit  and  examination  of  the 
Fed^al  Reserve  Board. 

The  copy  left  with  this  bank  of  the  report  of  the  examination  as 
of  thecloseof  business  August  12, 1916,  contains  thefoUowing:  'The 
bank  is  economically  administered  and  a  high  standard  of  internal 
manag^nent  is  maintained.  A  good  credit  department  is  maintained 
and  the  auditing  system  is  very  complete." 

The  Clearing  Problem. 

clearing  to  july  15,  1916. 

General  clearing  of  reserve  balances  was  undertaken  at  the  opening 
of  this  bank  on  November  16,  1914,  at  which  time  the  bank  offered 
to  receive  from  its  members,  for  immediate  credit  as  reserve,  their 
drafts  on  member  banks  located  in  reserve  cities  of  this  district. 
This  privilege  was  availed  of  by  numerous  member  banks,  many  of 
which  Irft  vrith  this  bank  until  collected  the  funds  represented  by  such 
deposits.  Immediate  credit  for  reserve  and  checking  purposes  had 
been  granted  by  this  bank,  however,  and  a  number  of  the  depositiiig 
banks  immediately  withdrew  funds  so  deposited,  leaving  Federal 
Reserve  Bank  to  carry  the  float  until  the  drafts  could  be  col- 
lected.    Debit  to  the  drawee  member  banks'  accounts  upon  date 
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of  receipt  by  this  bank  merely  reduced  total  deposits  and  in  no  way 
relieved  Federal  Reserve  Bank  of  carrying  the  float.  On  February 
17,  1915,  therefore,  member  banks  desiring  funds  transferred  to  their 
credit  from  other  member  banks  were  requested  to  issue  and  forward 
their  drafts  direct  to  the  drawee  member  banks  for  credit  of  and 
advice  to  the  Federal  Reserve  Bank.  The  element  of  outstanding 
time  was  thus  reduced  to  a  minimum  and  the  general  clearing  of 
reserve  balances  placed  upon  a  sound  economic  basis. 

Clearing  of  checks  was  commenced  on  a  limited  scale  on  August  1, 

1915.  The  privilege  of  depositing  out-of-town  checks  with  the  Federal 
Reserve  Bank  for  collection  was  extended  at  that  time  only  to 
those  member  banks  which  would  agree  to  cover  without  exchange 
deduction  all  checks  upon  themselves  received  from  or  for  account  of 
their  Federal  Reserve  Bank.  The  drawee  member  banks'  accounts 
were  not  debited  for  items  sent  until  ample  time  had  elapsed  for 
covering  remittance  to  be  received;  the  depositing  banks'  accounts 
were  not  credited  until  the  items  were  actually  collected.  Banks 
joining  the  collection  system  were  authorized  to  print  upon  thw 
checks  the  words  "collectible  at  par  through  Federal  Reserve  Bank 
of  San  Francisco."  About  one-third  of  the  member  banks  in  this 
district  joined  the  collection  system  on  this  basis.  Banks  in  the 
principal  collection  centers  which  had  previously  been  charging 
exchange  did  not  cooperate.  Banks  joining  the  collection  system 
and  which  had  previously  been  charging  exchange  gained  no  direct 
advantage  through  discrimination  of  the  depositing  public  in  favor 
of  their  checks,  because  the  large  number  of  points  not  collectible 
through  the  Federal  Reserve  Bank  and  the  small  d^ree  to  whidi 
the  system  was  used  by  the  member  banks  rendered  ineffectual  that 
which  should  have  been  an  advantage  to  them  of  having  their  checks 
circulate  at  par.  The  limited  nxmiber  of  items  which  could  be  ad- 
lected  through  the  Federal  Reserve  Bank  made  the  service  offered 
to  joining  banks  of  so  little  value  as  not  to  offset  their  loss  of  exchange 
charges,  and  the  tendency  was  toward  a  decrease  in  the  number  of 
joining  banks.  It  was  conclusively  demonstrated  that  the  system 
must  cover  the  field  more  thoroughly  if  the  clearing  of  checks  through 
the  Federal  Reserve  Bank  were  to  be  effective. 

CLEARING  AFTER  JULY  15,  1916. 

A  general  clearing  of  checks  was  undertaken  under  date  of  July  15, 

1916,  under  instructions  from  the  Federal  Reserve  Board  based 
upon  the  authorization  to  require  Federal  Reserve  Banks  to  act  as 
clearing  houses  for  their  member  banks,  the  Board  having  issued  a 
circular  dated  May  1,  1916,  requiring  all  member  banks  to  cov«r 
without  exchange  deduction  items  which  they  might  receive  from 
or  for  the  account  of  their  Federal  Reserve  Bank.     This  bank  under- 


Digitized  by  VjOOQ  IC 


DISTBIOT  NO.  12 — SAN   PBANCISCO.  459 

took  to  receive  checks  on  every  bank  in  this  district  and  all  checks 
which  could  be  collected  through  other  Federal  Reserve  Banks, 
beUeving  that  the  member  banks  were  entitled  to  a  clearing  system 
as  complete  as  possible  in  return  for  the  requirement  that  they  cover 
checks  upon  themselves  without  exchange  deduction.  As  State 
banks  were  enabled  to  collect  checks  on  member  banks  without 
exchange  deduction  through  the  mediimi  of  other  member  banks, 
it  was  felt  that  member  banks  should  in  turn  be  enabled  to  coUect 
ail  of  their  State  bank  checks  through  the  Federal  Reserve  Bank. 

The  collection  facilities  offered  have  been  availed  of  by  member 
banks  to  a  constantly  increasing  extent,  the  average  daily  nxmaber 
of  out-of-town  items  received  from  member  banks  of  this  district 
having  increased  steadily  from  641  in  July  to  1,107  in  August,  1,332 
in  September,  1,479  in  October,  1,682  in  November,  and  1,705  in 
December.  For  the  same  months,  respectively,  the  average  daily 
number  of  out-of-town  items  received  from  all  sources  was  1,186, 
2,166,  3,886,  4,583,  4,784,  and  4,946.  Items  from  member  banks  of 
this  district  have  been  received  chiefly  from  reserve  city  banks.  A 
large  number  bear  the  indorsement  of  interior  banks.  It  is  unlikely 
that  many  items  will  be  received  direct  from  interior  banks  until 
their  baboices  with  reserve  city  banks  cease  to  count  as  reserve, 
such  balances  now  being  accepted  by  the  reserve  city  banks  in  lieu 
of  direct  payment  for  the  various  costs  which  the  latter  are  called 
upon  to  absorb  in  the  collection  of  these  checks. 

Under  the  clearing  system  now  in  operation,  all  collectible  items 
may  be  deposited  direct  with  the  Federal  Reserve  Bank  of  San 
Francisco;  also  items  on  member  banks  may  be  deposited  direct 
with  the  drawee  member  banks  for  credit  of  the  Federal  Reserve 
Banky  and  items  on  other  districts,  by  special  arrangement,  may  be 
forwarded  direct  to  the  other  Federal  Reserve  Banks  for  credit  of 
Federal  Reserve  Bank  of  San  Francisco  or  to  the  drawee  member 
banks  for  credit  through  their  Federal  Reserve  Banks.  Provision  is 
thus  made  for  a  minimum  lapse  of  time  in  the  collection  of  checks. 
Member  banks  are  permitted  to  debit  the  Federal  Reserve  Bank's 
accoimt  on  their  own  books  on  the  date  items  are  mailed  to  this  bank 
or  to  other  banks  for  this  bank's  credit;  until  collected,  the  funds  are 
not  available  for  checking  pxuposes  nor  as  part  of  their  required 
reserves,  but  may  be  counted  as  optional  reserves  on  date  of  mailing. 
Banks  near  by  are  forwarding  items  for  collection  direct  to  the 
Federal  Reserve  Bank;  those  at  a  distance  are  forwarding  them 
direct  to  member  banks  for  credit  of  the  Federal  Reserve  Bank. 
Service  charges,  to  cover  actual  cost  of  handling,  are  made  for  items 
handled  direct  by  the  Federal  Reserve  Bank. 
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ATTITUDE   OF   NONMEMBEB   BANKS. 

Fully  one-half  of  the  nonmember  banks  were  willing  at  the  out- 
set to  cooperate  in  a  plan  for  par  clearing  of  checks.  The  attitude  of 
the  other  half  ranged  from  moderate  indifference  to  pronounced 
opposition.  With  the  conviction  that  no  plan  for  collection  of  checks 
by  a  Federal  Reserve  Bank  could  be  of  important  service  unless 
open  for  all  checks,  the  plan  was  adopted  of  accepting  all  checks  on 
both  member  and  nonmember  banks  of  this  district,  so  that  all 
would  be  on  the  same  footing.  Of  course  there  has  been  no  restric- 
tion as  to  the  charges  of  a  member  or  nonmember  bank  for  cashing 
checks  drawn  on  other  banks.  While  a  drawee  bank  can  make  no 
direct  profit  in  remitting  the  face  value  of  checks  drawn  upon  itself, 
the  Federal  Reserve  Bank  has  granted  every  latitude  and  extended 
every  faciUty  possible  so  that  remitting  banks  would  not  suffer  loss. 

The  net  result  has  been  that  with  1,286  nonmember  banks  in  this 
district,  checks  upon  1,102  are  now  being  collected  without  deduction 
for  exchange. 

SEEVIOE  BENDEBED  TO  THE  BANKS  BY  THE  GOLD  SETTLEMENT  FUKB. 

The  gold  settlement  fund  established  by  the  Federal  Reswre 
Board  on  May  1,  1915,  has  played  an  important  part  in  the  Federal 
Reserve  Bank's  check-clearing  operations.  Approximately  75  per 
cent  of  the  checks  cleared  by  this  bank  have  been  received  from 
other  Federal  Reserve  districts.  The  amoxmts  so  received  are  credited 
to  the  sending  Federal  Reserve  Banks,  and,  at  regular  intervals,  the 
proceeds  transferred  to  them  through  the  gold  settlem^it  fund. 
Checks  on  other  districts  forwarded  by  banks  in  this  district  to  banks 
in  central  reserve  cities  for  collection  have  always  been  available  to 
count  as  reserve  from  date  of  mailing  and  this  condition  will  con- 
tinue imtil  the  final  transfer  of  reserves.  Therefore  very  few  items 
on  other  districts  have  been  received  for  collection,  the  total  number 
from  July  15  to  December  31,  1916,  having  been  only  9,006  against 
321,630  items  on  this  district  received  from  other  Federal  Reserve 
districts.  The  amoimt  of  checks  diverted  from  their  previously 
accustomed  channels  and  now  being  collected  through  the  Federal 
Reserve  Bank  has  resulted  in  the  member  banks  of  this  district 
holding  an  excess  of  eastern  fimds  which  they  have  found  con- 
venient to  dear  through  the  Federal  Reserve  Bank.  During  the 
period  from  July  15  to  December  31,  1916,  this  bank's  deposits  have 
increased  $13,394,000,  and  the  bank  has  received  from  and  for  the 
credit  of  other  Federal  Reserve  Banks  items  to  the  extent  of  $69,166,- 
000,  making  a  total  received  of  182,560,000.  During  the  same  period 
there  have  been  purchased  from  member  banks  net  transfers  of  funds 
from  other  districts  in  an  amoimt  almost  exactly  offsetting,  viz, 
$82,061,000. 
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Table  15  shows  in  detail  the  relation  between  the  het  amount  of 
cash  letters  received  from  other  Federal  Reserve  districts  and  net 
transfers  from  other  districts  purchased  by  this  bank.  The  fluctua- 
tions beyond  these  amounts  represent  withdrawals  or  de]>osits  of  gold 
through  the  local  United  States  Subtreasiuy ,  together  with  variations 
in  the  balances  due  this  bank  from  the  gold  settlement  fund.  It  is 
also  interesting  to  note  that  the  amount  of  cash  letters  sent  by  member 
banks  of  this  district  direct  to  banks  in  other  districts  for  this  bank's 
account  almost  equals  the  amount  forwarded  by  this  bank  itself. 

GENERAL  BUSINESS  CONDITIONS  OF  THE  TWELFTH  FEDERAL  RESERVE 

DISTRICT. 

The  year  1916  has  been  one  of  general  prosperity  throughout  this 
district.  Agricultural  products  have  been  in  good  volmne,  and  high 
prices  have  been  realized.  The  barley  crop  which  in  1915  had  a  total 
estimated  value  of  $37,000,000,  has  been  about  90  per  cent  of  an 
average  crop  in  1916,  but  heavy  eastern  and  export  demand  has 
caused  prices  to  rule  at  60  to  70  cents  per  cental  above  the  average. 
The  price  has  been  so  high  that  oats  have  been  shipped  in  to  substi- 
tute as  feed. 

The  yield  of  wheat  has  been  about  normal.  The  estimated  value 
of  the  1915  crop  was  $90,000,000. 

In  California,  248,000  acres  were  planted  to  beans,  producing  a  crop 
of  2,000,000  (80-pound)  bags,  having  a  value  of  $7,000,000  at  this 
year's  unusually  high  prices. 

The  cotton  crop  of  the  Imperial  Valley  in  southeastern  California 
also  realized  about  $7,000,000.  The  first  cotton  grown  in  California 
was  in  1909,  324  acres  yielding  183  bales.  In  1915,  40,000  acres  were 
planted  and  98,000  acres  in  1916.  Because  of  the  superior  quality, 
untisuaUy  high  prices  are  realized,  and  the  yield  averages  426  pounds 
per  acre  as  against  an  average  of  186  pounds  for  the  entire  United 
States.  It  has  been  difficult  to  secure  labor  for  picking,  although 
$1  per  hundred  pounds  has  been  paid  this  year. 

Sugar  beets  with  an  increase  of  25  per  cent  in  acreage  have  aver- 
aged $6  per  ton  in  1916  as  against  $5.40  in  1915.  There  are  32  sugar 
factories  in  this  district. 

An  embargo  against  the  export  of  hops  has  caused  low  prices,  ruling 
from  9  to  12  cents.  The  yield  in  California,  Oregon,  and  Washington 
is  reported  as  254,000  bales.  The  average  domestic  consumption  is 
about  200,000  bales.  About  90,000  bales  of  the  1916  crop  have  not 
yet  been  sold. 

The  crop  of  prunes  in  CaUfomia,  estimated  at  135,000,000  pounds, 
has  been  about  20  per  cent  less  than  in  1915,  while  that  of  the  North- 
west, estimated  at  40,000,000  pounds,  has  been  about  33  J  per  cent 
greater.    Prices  have  been  unusually  high,  averaging  5i~5^  cents  per 
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pound,  and  in  spite  of  a  smaller  crop,  probably  $1,000,000  more  has 
been  realized  than  in  1915. 

For  the  year  ending  August  31,  1916,  44,473  carloads  of  citrus  fruit 
were  shipped  (37,230  of  oranges  and  grapefruit  and  7,243  of  lemons), 
an  increase  of  6,700  cars  over  the  preceding  year.  The  value  to  grow- 
ers has  been  $41,000,000  as  against  $20,000,000  in  1915.  For  the 
current  citrus  crop  year,  September  1,  1916,  to  August  31,  1917,  the 
first  shipment  of  navel  oranges  was  made  from  Fair  Oaks,  near  Sacrar 
mento,  Cal.,  to  New  Zealand  on  October  14.  Citrus  fruit  ripens 
from  four  to  six  weeks  earUer  in  northern  than  in  southern  California, 
because  of  higher  night  temperatures.  At  the  close  of  the  year  the 
larger  part  of  the  navel  orange  crop  of  northern  and  central  Calif oinia 
had  akeady  been  shipped,  and  shipments  heavier  than  a  year  ago  had 
been  made  from  southern  California,  totaling  in  value  materially 
more  than  the  preceding  year.  Prices  realized  for  the  crop  now 
moving  have  been  much  higher  than  for  the  last  crop.  In  California 
205,000  acres  are  in  citrus  fruits,  of  whioh  130,000  acres  are  in  bearing. 
The  Florida  shipments  are  about  one-third  those  of  California. 

The  shipments  of  grapes  and  deciduous  fruits  in  1916  have  been 
exceedingly  heavy  and  have  yielded  growers  unprecedented  returns— 
18,000  carloads  of  cherries,  apricots,  peaches,  plums,  pears,  grapes, 
etc.,  have  been  shipped  in  1916,  compared  with  16,778  in  1916,  and 
the  net  returns  have  abrogated  about  $18,000,000  ($1,000  per  car- 
load). 

Fruit  canners  have  had  a  very  prosperous  year,  and  stocks  in  first 
hands  are  now  the  smallest  in  many  years. 

This  district  produced  6,265,000  barrels  of  apples  in  1916  (one-half 
in  Washington),  compared  with  5,834,000  in  1915.  The  quality  is 
much  better  than  usual.  Only  shortage  of  cars  has  prevented 
growers  from  realizing  extraordinary  returns. 

Live-stock  interests  have  had  very  large  returns  because  of  unusual 
prices.  The  wool  clip  has  been  marketed  at  prices  ranging  from  26 
to  32  cents  per  pound,  with  40  cents  offered  for  the  coming  year. 
Lambs  have  sold  in  the  Chicago  market  at  $8  each  with  a  freight  rate 
of  90  cents. 

The  salmon  catch  of  1916  is  reported  as  7,121,000  cases  (of  48  one- 
pound  cans)  which  is  above  the  average  but  less  than  in  1915  and 
1913.  The  Alaska  catch,  4,800,000  cases,  is  300,000  cases  above  the 
previous  highest  record.  The  value  of  the  1915  pack  was  $37,331,000. 
While  the  estimated  value  for  1916  has  not  been  obtained,  it  is  mate- 
rially greater,  as  prices  have  ruled  exceptionally  high  and  stocks  have 
been  almost  sold  out,  especially  of  the  better  grades. 

Petroleum  production  of  California  in  1916  has  been  93,000,000 
barrels  valued  at  $49,000,000.  This  is  an  increase  of  2,000,000 
barrels,  over  1915  but  10,000,000  barrels  less  than  consiunption. 
These  conditions  have  resulted  in  continued  advances,  in  price. 
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The  output  of  mines  in  this  district,  valued  at  more  than  $300,000,000 
in  1915,  has  had  far  greater  value  in  1916.  The  figures  for  values  of 
1916  production  of  metals  are  not  yet  available,  but  the  proportion  of 
increase  over  those  of  1915  is  suggested  by  the  Government  estimate 
of  $190,000,000  for  the  1916  output  of  copper  in  Arizona,  compared 
with  $80,000,000  for  1915.  The  price  of  copper  is  the  highest  since 
the  CSvil  War,  averaging  about  30^  cents  in  December.  High  wages 
are  paid  to  miners,  $13.50  per  day  being  reported  for  Arizona.  CaU- 
fomia  ranks  first  in  production  of  gold,  Nevada  first  in  silver  and 
third  in  gold  and  in  copper,  Arizona  first  in  copper,  Utah  second  in 
copper  and  third  in  silver. 

Shipbuilding  on  the  Pacific  coast  has  developed  with  great  strides, 
30  per  cent  of  the  total  construction  in  the  United  States  now  being 
carried  forward  at  Pacific  coast  ports.  In  shipyards  of  San  Fran- 
cisco, Portland,  and  Seattle  74  vessels  are  now  imder  way,  averaging 
5,858  tons  each,  compared  with  356  vessels  averaging  3,050  tons  each, 
elsewhere  in  the  United  States. 

The  Union  Iron  Works  of  San  Francisco,  which  is  now  building 
the  lai^est  ships,  has  under  construction  28  vessels  of  an  aggregate 
tonnage  of  175,028. 

It  is  re]>orted  that  the  Japanese  merohant  marine  has  increased  50 
per  cent  in  the  last  six  years,  and  that  500,000  gross  tons  of  bottoms 
have  been  started  on  Japanese  stocks  since  January  31,  1916. 

Charter  rates  reached  their  highest  point  during  January  and 
February,  1916,  about  double  those  of  a  year  before,  and  have 
fluctuated  but  little  since. 

Exports  from  San  Francisco  in  1916  show  a  gain  of  40  per  cent 
over  1915,  and  those  from  Seattle  about  175  per  cent.  There  have 
been  important  shipments  through  Seattle  to  Russia. 

Lumbering  in  the  Pacific  Northwest  has  shown  improvement  dming 
the  year.  On  December  26  it  was  reported  that  there  were  in  hand 
unshipped  orders  aggregating  12,356  cars.  The  advances  in  price, 
which  have  been  considerable,  have  been  largely  offset  by  increases 
in  the  cost  of  labor  and  of  supplies,  so  that  it  is  doubtful  if  the  pro- 
ducers' margin  has  increased.  There  has  been  a  great  lack  of  bottoms 
for  off-shore  shipment,  so  that  it  is  the  more  surprising  that  the 
demand  for  shipment  by  rail  to  the  interior  has  so  fully  absorbed  the 
cut,  especially  in  view  of  the  acute  shortage  of  cars.  It  is  expected 
that  transportation  facilities  will  soon  be  better,  partly  from  putting 
into  commission  wooden  vessels  now  building  for  this  trade  and 
partly,  by  early  spring,  from  a  more  adequate  supply  of  cars.  The 
outlook  for  the  coming  year  is  regarded  as  distinctly  more  favorable. 

Conmaerce  with  Alaska  is  steadily  increasing,  the  large  salmon 
catch  and  large  output  of  copper  (amoimting  this  year  to  $25,000,000) 
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being  important  factors.  Indications  point  to  a  total  trade  widi 
Alaska  during  1916  in  excess  of  $100,000,000. 

Bank  clearings,  building  permits,  and  postoffice  receipts  all  show 
important  increases  during  the  year. 

The  extent  of  the  expansion  in  the  volume  of  general  business 
in  this  district  since  the  outbreak  of  the  European  war  is  well  indi- 
cated by  a  comparison  of  the  amount  of  loans  and  investments  and 
the  amount  of  deposits  of  national  banks  on  Jime  30,  1914,  just  before 
the  declarations  of  war,  with  those  on  corresponding  dates  in  1915 
and  1916  and  on  November  17,  1916,  as  shown  in  Table  16. 

On  June  30,  1914,  loans  and  investments  were  slightly  more  than 
the  total  of  deposits  viz :  100.5  per  cent.  From  that  date  to  November 
17,  1916,  deposits  increased  48.6  per  cent,  while  loans  and  invest- 
ments increased  only  21.9  per  cent,  then  equaling  82.5  per  cent  of 
deposits. 

A  condition  reflected  by  an  increase  in  deposits  of  national  banks 
in  2i  years  from  $576,000,000  to  $857,000,000  could  be  only  one  of 
general  prosperity.  A  concurrent  increase  in  loans  and  investments 
relatively  so  moderate  as  that  from  $579,000,000  to  $706,000,000 
would  seem  to  give  warrant  for  the  belief  that,  if  a  period  of  general 
contraction  shall  follow  the  return  of  peace,  this  district,  in  which  the 
expansion  has  been  moderate,  will  experience  only  moderate  con- 
traction, developing  in  the  orderly  deliberate  fashion  in  wiiich  the 
expansion  has  developed. 

Tablb  1. — Compar<Uive  yearly  statemeni. 


December  30, 
1916. 


December  SI, 
191S. 


Bills  disooun  ted— members 

B  ills  discounted— bought 

United  States  bonds  and  notes. 
Investments 


Total. 


Interest  aooraed  on  United  States  bonds 

Accrued  service  charges— transit  items <i, . 

Difference  account 

Furniture  and  equipment 

Cost,  imissued  Federal  reserve  notes 

Cost  of  Federal  Reserve  bank  notes 

Expense— organization 

Due  from  other  Federal  Reserve  Banks  (collected  funds) 

Transfer  drafts  purchased 

Exchanges  for  clearing  house 

Transit  Items 

National  bank  notes  and  Federal  Reserve  notes— other  banks . 

Federal  Reserve  notes  on  hand 

Nickels  and  cents 

Mutilated  currency  forwarded  for  redemption 

Gold  coin  and  gold  certificates i 

Other  lawful  money 

Qold  settlement  ftmd 

5  per  cent  redemption  fund 


Total  cash  reserve. . 
Totals 


$250,068.06 

12,462,266.05 

3, 133, 75a  00 

737,376.13 


16,584,360.13 


16,918.75 

126.96 

7.00 


2,691,903.93 
2,560,000.00 

491,696.67 
2, 905, 74a  60 

878,804.00 

1,682»975.00 

23.15 

70,ooaoo 

10,535,160.00 
78,677.96 

10,489,000.00 
10,000.00 


$467,163.67 

683,830177 

1,000,47&QO 

344, 978.  U 


2,496,45&57 


5,06a  00 


6,421» 

$4,914.91 

3OQi(0 

52,368.44 

1,804,856.87 

a,040,ooaoo 

187,588.01 
15,640.01 

io,soaoo 
1,287  oeoitt 

3.S 


4.060,9flag 

4,777.50 

0, 880,00a  00 


21,112,837.96 


13,035,737.56 


48,485,39a  14 


21,917, 797. 6i 
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Deoexnber  80, 
1916. 


December  31, 
1915. 


UABOITIES. 


Capital  paid  in 

Profit  and  loss 

Unearned  dJsooont 

Unearned  interest— investments 

Dae  to  member  banks 

Due  to  Federal  Reserve  Banks 

United  States  Government  deposit 

Deferred  credits— other  Federal  Reserve  Banks. 

Cashiers'  checks  outstanding 

Expense  checks 

Dividend  checks 

Withheld  for  Federal  Income  tax 


•3, 


929,300.00 

16,416.87 

33,188.52 

2,306.76 

852,376.89 

947,794.18 

643,138.44 

022,717.31 

189.30 

7,573.62 

31,396.25 


13,941,800.00 


4,740.44 
1,628.13 
17,509,724.63 
10,541.09 
427,321.10 
15,346.84 


6,486.30 


210.00 


Total  liabilities. 


48,486,396.14 


21,917,797.63 


Table  2. — Earnings,  expenses^  and  dividends. 

Balance,  profit  and  loss,  Jan.  1,  1916 »|11,458.60 

GroBB  earnings,  year  1916 S16, 450. 10 

Current  expenses $142, 337.  64 

Organization  expense 45, 085. 09 

Oofft  of  engraving,  printing,  and  shipping  Federal  Reserve 

notes 56,804.69 

Pumiture  and  equipment 12, 589.  59 

Ck)et  of  engraving  plates  for  Federal  Reserve  bank  notes. . .  480. 00 

257,297.01 


Net  eanungs  for  the  year  1916 59, 153. 09 

Oct.  1,  1916,  dividend^ No.  1,  at  6  per  cent  per  annum  from 

Nov.  16,  1914j  to  Dec.  31,  1914 12,340.97 

Dec.  31, 1916,  dividend  No.  2,  at  6  per  cent  per  annum  from 

Jan.  1,  1915,  to  Mar.  31,  1915 31, 395.  25 

43, 736.  22 


Balance,  profit  and  loss,  Dec.  31,  1916 15,416.87 

Table  3. — Earnings  of  the  Federal  Reserve  Bank  of  San  Francisco  for  the  year  1916. 

Eamincs  from: 

BiUs  discounted — ^member  banks $20, 682. 97 

Bills  bought  in  the  open  market 133, 331. 07 

United  States  bonds 67, 529.  54 

Municipal  warrants 49, 772.  61 

Premium  on  bonds 14, 487.  50 

Transfer  charges  interdistrict 18,  200. 00 

Service  charges  collected 7, 660.  26 

Sundry  profits 4, 786. 15 

Total  earnings 316, 450. 10 

\  DeOdt;  charged  to  oiganitatlon  expeose. 
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Table  3a. — Expendtturet  of  the  Federal  Reserve  Bank  of  San  Francisco,  Jan,  1,  me- 

Dec.  31,  1916. 

1.   CURRENT   EXPENSES. 

Federal  Reserve  Board  assessment  for  general  expenses $13,785.82 

Federal  advisory  council  (fees  and  expenses) 150.00 

Legal  fees 2, 42a  67 

Directors*  fees 1, 850. 00 

Salaries: 

Bank  officers $41,20a35 

Clerical  staff 33, 553. 05 

Special  officers  and  watchmen 123. 00 

Total 74, 884. 40 

Traveling  expenses,  officers  and  clerks: 

Federal  Keserve  Agents'  conferences 1, 043. 92 

Governors'  conferences 2, 965. 79 

Within  twelfth  district 1, 164. 37 

Total 5,174.08 

Per  diem  allowance  of  directors 400. 00 

Telephone 465.98 

Tel^^raph 507.05 

Postage 4,786.48 

Expressage 7,595.86 

Rent 11,73150 

Insurance  and  premiums  on  fidelity  bonds 1, 226  54 

Li^ht,  heat,  and  power 432. 27 

Pnnting  and  stationery 8, 472. 17 

Repairs  and  alterations 5, 182.99 

All  other  expenses,  not  elsewhere  specified 3, 322. 33 

Total  current  expenses 142, 337. 64 

2.   ORGANIZATION   EXPENSES. 

San  ^Vancisco  clearing-house  membership $1, 000. 00 

Alterations  to  banking  quarters 1, 568w  05 

Traveling  expenses,  October  conference,  1914,  nine  directors 

and  governor 4, 607. 00 

Express  on  coin  and  currency  in  connection  with  initial  pay- 
ments of  capital  stock  and  reserve 6, 682. 09 

Assessments  of  Federal  Reserve  Board 13, 817. 08 

Stationery  (ordered  by  Federal  Reserve  Board) 5, 952.  27 

Total  (carried  from  current  expenses,  account  expenses 

prior  to  Nov.  16,  1914) 33, 626. 49 

Deficit  in  earnings  for  year  1915 11, 458. 60 

Total 45,085.0J 

3.  COST  OF  FEDERAL  RESERVE  NOTES. 

Cost  of  manufacturing  Federal  Reserve  notes  amounting  to 

$62,160,000 $45,954.48 

Transportation,  etc.,  on  new  notes 9, 869.  50 

Sundry  costs 980.  71 

Total 56,80169 
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4.  COST  OF  FEDERAL  RBSERYE  BANK  NOTES. 

Cost  of  engraving  plates  for  Federal  Reserve  bank  notes $480. 00 

5.    EQUIPMENT. 

Pumiture  and  fixtures $1, 054. 09 

Vaults 

Safes 600. 00 

Machines,  typewriters,  etc , 10, 935.  50 

Total 12, 589.  59 

Total  expenditures 257, 297. 01 


Table  4. — Flueluations  in  the  discount  rates  of  the  Federal  Reserve  Bank  of  San 

Francisco, 


Matn^ 

rities 

of  10 

days 

and 

less. 

Matn- 
rities 
of  over. 
10  to  30 

inclu- 
sive. 

Kato- 
rities 
of  over 
30  to  60 

indu^ 
sive. 

Matu- 
rities 
of  over 
60to90 

inclu- 
sive. 

Agri- 
cul^ral 
and 
Uve- 
stock 
paper 
over  90 
days. 

Trade  acceptances. 

Com- 
modity 

paper 
matur- 

wit&n 
90  days. 

Member 
banks, 
collat- 
eral 
loans. 

Effective. 

To  30 
sive. 

To  60 

indlu- 
sive. 

Over 
60  to  90 

inciiH 
sive. 

Jan.!,  1916 

3 

I 

1 

4 

4 
4 

1 

6 

8 
3 
3 

3 
3 
3 

H 

Feb.  3^1916 

8ept.^l916. 

4 

1  Rate  for  commodity  paper  maturing  within  30  days,  3)  per  cent;  over  30  to  60  days,  4  per  cent;  over 
ao  to  «)  days,  4§  per  cent;  over  90  days,  5  per  cent. 

NoTK. — Rate  for  bankers*  acceptances,  2  to  4  per  cent. 
Table  5. —  Volume  and  classification  of  rediscounts,  Jan,  1,  1916,  to  Dec.  SI,  1916, 


Classlflcations. 

Arizona. 

Califomia. 

Idaho. 

Nevada. 

Pieces. 

Amount. 

Pieces. 

Amount. 

Pieces. 

Amount 

Pieces. 

Amount 

563 
14 

4 
82 

2 

8 
19 

2 
98 
40 

1663,776 

28,709 

15,822 

126,124 

4,017 

17,676 

67,194 

5,000 

203;4fif3 

141,410 

87 
16 

1 

169,011 
7,000 

Live  stock 

Otmin.  flour,  feed 

Fmit  oackers  and  shiDoers 

IC^t  uid  fish  naekeis 

jjonity^^  - 

1 

3,000 

IffAvinickAtlirinff     

'R.jtf&f  1  m  ATchandise 

10 
1 

15,384 
412 

IflUlf^llaT^Aniiii    , , - 

Total  ledisoounts.  1916 

782 

1,263,221 

116 

123,920 

Total  number  of  banks  re- 
discounting  to  date 

2 

106 

1 
20 

1 

OregGQ. 

^tah. 

Washington. 

Totals  by 
classifications. 

Pieces. 

Amount. 

Pieces. 

Pieces. 

Amount. 

Pieces. 

Amount 

AvrlflnlturA.  r T.- 

31 
33 
11 
3 
3 
13 
2 

•41,357 
79,772 
13,239 
16,530 
60,050 
63416 
7,952 

1 
2 

$3,410 
2,573 

54 

$75,094 

786 
65 
30 
36 
6 
22 
28 
3 

164 
43 

$852,648 
140,167 
71,430 
142,634 
64,067 
84,092 

tjVa  stock   ..                    

Orttin  flour,  feed 

14 

36,369 

Fruit  packers  and  shippers 

ifAA.t-  And  fish  nackera 

T^imb^r                          ............. 

ikfcmnfACtunne    -rr 

7 

1 
14 

1 

35,000 

5,000 

89,311 

20,000 

100,146 

'Wii^MMlff  mflrohandisA. . . 

10,000 
844,443 

id^aII  TnAmnofrinlfiA 

32 

1 

86,255 
•       1,886 

klJooellan'KKis      ...T,,r ■, 

163,708 

Total  ledlaoounts,  1916 

129 

370,467 

3 

6,983 

91 

209,774 

1,121 

1,973,356 

Total  number  of  banks  re- 
discounting  to  date 

36 

3 

21 

188 
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Table  6. — Acceptances  purchased  during  1916, 


January. 


Febniaiy. 


ICandi. 


April. 


May. 


Jane. 


Aooeptanoes  in  the  for- 
eiffn  trade: 

Member  banks 

Nofimember  banks. . 
Commercial  accept- 
ors   


Total. 


$122,738.75 
200,206.44 


162,466.70 
370,262.53 


$187,796.78 
328,182.79 


$293,682.42 
756,lia43 


$331,020.60 
1,225,955.51 


124,789.60     100,818.67 


138,205.80        430,230.99 


$1,436,349.07 
666,6ia41 

1,897,687.00 


322,947.19 


657,518.79 


566,295.24 


1,187,996.65     1,987,207.10 


3,990,6l6.a 


Acceptances  in 
the     foreign 
trade: 
Member 

banks 

Nonmember 

banks 

Commercial 

acceptors. 

Domestic    ac- 

oeptanoee 


Total. 


July. 


$1,552,111.47 

892,046. 
1,027,113.76 


86  r 


3,471,272.09 


August.      September. 


$529,726.67 
1,060,859.60 
965,140.65 


2,575,735.92 


$789,090.54 

1,599,194.16 

203,515.23 


2,541,799.93 


October. 


$2,232,538.27 
2,650,930.67 
928,601.73 
200,000.00 


November. 


December. 


$861,309. 
1,687,581. 
1,401,947. 


63  $1 


432, 
331 


,732,385.67 
1,556,119.54 
,255,834.00 
67,066.22 


6, 012, 070. 67  3, 960, 788. 39 


5,611,397.43 


Total. 


$10,021,318.8} 

14  014,012.39 

8,473,388.08 

67,0SS.a 


32,775,677.90 


Tablb  7. —  United  States  bonds  and  notes  purchased  from  mcTnber  banks  and  in  the  open 
market  and  sold  during  1916. 


Ma- 
turity. 

Rate. 

Baste. 

Par  value. 

Carried  at. 

Total 

On  hand  Jan.  1, 1916 

Peret. 

$1,010,000 

United  States  consols  of  1930  pur^ased  in 
open  market 

1930 
1980 

2 
2 

2.006 
Par. 

$25,000 
2,508,000 

125,000 
2,698,750 

United  States  consols  of  1930  purchased 
from  membfff  banks 

PnTchased  during  1016 

2,623,759 

Total  purchases  to  date 

3,633,756 

Now.— Of  ttese,  $1,000,000  were  exchanged 
for— 
8  percent  1-year  gold  notes. . . .    $500, 000 
8  per  cent  30-year  gold  bonds. .     500,000 

1,000,000 

SOLD. 

United  States  3  percent  30-year  conversion 
bonds 

1946 

8 

101 

600,000 

Sold  during  1916 

500,000 

Total  on  hand  Dec.  31 ,  1916 

3,133,750 

As  follows: 

United  States  2  ner  cent  consols.  1930  .. 

2,633,750 

United  States  3  per  cent  1-year  gold 
notes 

500,000 

3.183,730 
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Table  8. — Municipal  warrants  purchased  during  the  year  1916. 


Rates. 

California.  1 

Connecti- 
cut. 

ICassachu- 
setts. 

Rhode 
Island. 

Maine. 

New  York. 

2.1  to  2.125  D6r  cent 

$25,177.08 
25,253.89 

$412,610.90 

2.126  to  2.25  per  oent 

$7,175.00 

524,541.78 

2.251  to  2.375per  cent 

$75,000.00 

391,536.87 

2.376  to  2.5  per  cent 

70,846.76 

$178,253.89 
202,500.28 
200,797,80 
125,372.20 
100,000.00 
70,352.70 
25,000.00 
86,000.00 

1,090,478.74 
421,316.81 

2.501  to  2'.62S5i>er  cent 

, 

2.626  to  2.75  per  oeot 

332,407.39 

2.751  to  2-875i)er  cent 

40, 677. 44 

2.876  to  3  per  cent 

2,625.00 

125,742.23 

3.001  to  3.125  Der  cent 

3. 126  to  3. 25  per  cent 

3.251  to  3.375Der  cent 

$100,000.00 

3.376  to  3.5  per  cent 



3.501  to  8.625  ner  cent 

26,525.77 

3.876  to  4  per  cent 

Total 

80,646.75 

60,431.47 

987,276.87 

100,000.00 

75,000.00  3,865,887.98 

Rates. 

New 

Jersey. 

Virginia. 

Mississippi. 

Utah. 

Total. 

2. 1  to  2. 125  per  cent 

$26,062.60 
35,353.64 

328,984.17 
20,301.67 

$462,850.48 
842,323.81 
795,521.04 
1,359,881.05 
623,817.09 
533,205.19 

2.126  to  2.2Jrper  cent 

$250,000.00 

2.251 1 0  2 .875per  cent 

2.376  to  2.5  Der  cent 

2.501  to  2.625  per  cent 

2.626  to  2.75  Der  cent 

2.751  to  2.875  per  cent 

166,049.64 

2.876  to  3  per  cent.. 

228,367.23 
197,090.20 
25,000.00 

S.001to3.125peroent 

126,787.60 

S.126  to  3.25  per  cent 

3.251  to  8.375  per  cent 

62,026.68 

247,026.68 

3.376  to  3.5  Der  cent 

$194,294.76 

194,294.76 

230,525.77 

56,668.20 

3.501  to  3.025  per  cent 

204,000.00 

8.876  to  4  Der  cent 

$56,668.20 

* 

Total 

802.4AA.1A 

260- 000.  (V) 

]04  2D4.7A 

M  MR  on 

a  Qoa  ffi2i.i4 

1  Bonds  maturing  within  6  months,  having  accumulated  sinldng  ftmds. 

Tabli  9. — Reserve  at  ihe  beginning  of  each  months  counting  as  gold  Federal  Reserve  notes 

held  by  the  bank. 


Date. 


Amount  of 
reserve. 


Date. 


Amount  of 
reser\'e. 


1916. 

Jan.3 

Feb.  1 

Mar.  1 

Apr.  1 

Mayl 

Junel 

Julyl 


$16,807,748.00 
16,889,802.10 
13,388,019.40 
14,033,806.40 
11,061,336.90 
17,726,621.86 
17,442,282.16 


1910. 

Aug.l 

8e^.l 

Oct.  2. 

Nov.  1 

Dec.1 

Average 


$15,571,996.90 
13,458,719.25 
10,784,935.50 
16,739,094.30 
10,553,832.15 


15,373,932.12 


Table  10. — Deposit  of  the  Treasurer  of  the  United  States  at  the  beginning  of  each  month 

during  1916. 


Date. 


Amount  of 
deposit. 


Date. 


Amount  of 
deposit. 


1010. 

Jan.3 

Feb.  1 

Mar.  1 

Apr.  1 

Mayl 

June  1 

Jolyl 


$622,906.79 
872,8ia07 
1,240,602.46 
1,482,850.03 
1,723,802.40 
2,190,104.02 
5,280,131.11 


1910. 

Aug.  1 

8ept.l 

Oct.  2 

Nov.  1 

Dec.l 

•Average 


$3,121,956.46 
4,027,060.55 
2,857,018.60 
2,762,431.00 
2,001,720.87 


2,391,960.38 
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Table  11.— GoW  settlement  fund— Tabulation  of  transfers  for  calendar  year  1916, 

[GOO'S  omitted.] 


For  aoooont  of— 


Boston: 

Special  transfers 

Settlements 

New  York: 

Special  transfers 

Settlements 

Philadelphia 

Cleveland 

Riofamond 

Atlanta: 

Special  transfers. 

Settlements 

Chicago 

St.  Louis: 

Special  transfers 

Settlements 

Minneapolis 

Kansas  City 

Dallas: 

Special  transfers 

Settlements , 

Federal  Reserve  Agent 

Gold  deposited  through  assistant  treasurer  of  United 

States,  San  Francisco 

MisoellBDeous 


Total. 


We  debit 
>ld 


fund. 


SI,  885 


108,871 

33 

221 

30 


847 
10,807 


564 

1,064 

922 


8,820 
8,100 


128,880 


We  credit 


fund. 


16,258 


10,035 
8,841 
4,110 
1,029 


1,415 
21,700 


0,718 
1,528 
11,205 


747 
12,840 

26,480 
4,170 


126,271 


Net. 


We  debit 

inld 
settlement 

fund. 


184,836 


S4,886 


We  credit 


fond. 


%i,m 


8,808 
8,886 


1,008 
10,989 


6,154 

444 

10,371 


51 
9,0» 

S,S80 
4,170 


W.W 


Table  12. — Federal  Resettle  notes  issued  and  redeemed  by  Federal  Reserve  Agent  during 

1916. 


Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds. 

TotaL 

Outstanding  Dec.  81, 1915 

$6,450,000 

Issued  during  1916...' 

13,280,000 

81,840,000 

$3,520,000 

$1,400,000 

$2,800,000 

SSoiooo 

Returned  by  the  bank 

Unfit  notes  redeemed 

1,800,000 
958,110 

1,000,000 
444,200 

'  1 

1,706,910 

266,400 

19,900           20,800 

Total  redeemed 

4,508,910 

' 

.. 

* 

Net  issued  during  1916. . 

1 

8,331,090 

Outstanding    Dec.    31, 
1916.. .7^7. 

14,781,(190 
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Table  13. — Comparison  ofdepoaiU  and  of  loans  and  discounts  of  National  Banks  of  the 
twelfth  Federal  Reserve  district  on  Nov,  10, 1915,  and  Nov,  17, 1916, 

DEPOSITS. 


Nov.  17,  me. 


Nov.  10. 1916. 


Increase. 


Percent 
increase. 


Banks  in  reserve  cities: 

Los  Angeles 

San  Francisco 

Portland 

Salt  Lake  City 

Seattle 

Spokane 

Taooma 

Total 

Banks  not  in  reserve  cities: 

Alaska 

Arisona.. 

California 

Idaho 

Nevada 

8X^::::::::::::;;: 

WaddngtoD. 

Total 


$89,705,000 
248,689,000 
55,521,000 
28,612,000 
52,833,000 
28,613,000 
0,216,000 


$73,884,000 
196,227,000 
42,273,000 
20,451,000 
42,480,000 
20,446,000 
7,491.000 


115,821,000 
52,462,000 
13,248,000 
8,161,000 
10,353,000 
8,167,000 
1,725,000 


513,189,000 


403,252,000 


100,937,000 


188,000 
7,585,000 
522,800,000 
37,808,000 
10,505.000 
96,852,000 
42,797,000 
138,466,000 


97,000 

5,775,000 

416,468,000 

28,472,000 

7,616,000 

73,899,000 

31,557,000 

104,190,000 


91,000 

1,810,000 

106,332,000 

9,426,000 

2,979,000 

22,953,000 

11,240,000 

34,267,000 


857,181,000 


668,083,000 


189,096,000 


21.4 
26.7 
31.3 
39.9 
24.3 
39.9 
23.0 


27.2 


94.0 
31.4 
25.6 
33.1 
39.1 
31.1 
35.6 
32.8 


28.3 


LOANS  AND  DISCOUNTS. 


Banks  in  reserve  dties: 

Los  Angeles 

San  Francisco 

Portland 

Salt  Lake  City 

Seattle 

Spokane 

Taooma 

Total 

Banks  not  In  reserve  cities: 

Alaska 

Arizona 

California 

Idaho 

Nevada 

uST:::::::::::::::: 

Washington. 

Total 


$58,666,000 
156,557,000 
31,105,000 
15,350,000 
28,915,000 
17,379,000 
5,208,000 


313,180,000 


46,000 
4,582,000 
839,600,000 
22,950,000 
6,178,000 
58,431,000 
24,067,000 
82,235,000 


538,060,000 


$48,402,000 
114,888,000 
24,002,000 
12,328,000 
22,887,000 
12,682,000 
4,524,000 


240,703,000 


25,000 
4,030,000 
272,624,000 
19,123,000 
6,183,000 
50,194,000 
19,782,000 
66,655,000 


437,916,000 


$10,264,000 
41,600,000 
6,113,000 
3,022,000 
6,028,000 
4,607,000 

.   684,000 


72,477,000 


21,000 

552,000 

66,976,000 

3,827,000 

695,000 

8,237,000 

4,285,000 

15,580.000 


100,173,000 


21.2 
36.2 
24.4 
24.6 
26.3 
27.3 
15.1 


30.1 


84.0 
13.7 
24.5 
20.0 
12.7 
16.4 
21.2 
23.4 


22.8 
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Table  14. — Reserve  in  vatUt  just  prior  to  establishment  of  Federal  Reserve  System  ani 
reserve  in  vatUt  combined  w%th  deposit  in  Federal  Reserve  Bank  at  present. 


Reserve  in 

vault  Oct. 

31, 1914. 

Percent 
of  total 
deposits. 

Reserve  in 

vsoltand 

deposit  with 

serve  Bank 
Sept.  12, 1916. 

Ftroent 
oTtoUl 
deposiU. 

Banks  in  reserve  cities: 

Los  Angftles ..,.-, 

r,404,000 
20,048,000 
6,301,000 
1,634,000 
6,083.000 
2,066,000 
1,197,000 

14.9 
16.1 
18.8 
12.9 
18.7 
14.2 
19.1 

311,471,000 
20,756,000 

1,788,000 
6.112,000 

l&d 

Pan  Frahrisco. . ,          r 

11.6 

Portland 

12.6 

Salt  Lake  City 

9.7 

Seattle .' 

12.7 

Spokane 

10.8 

i^oma , . , . 

1S.6 

Total 

44,723,000 

15.8 

47,334,000 

lit 

Banks  not  in  reserve  cities: 

186,000 

973,000 
9,847,000 
1,961,000 

590,000 
2,803.000 

666,000 
2,562,000 

19.1 
10.6 
7.9 
9.6 
9.4 
9.4 
7.0 
8.2 

94,000 
1,606,000 
16,363,000 
2,678,000 
91?000 
3,614,000 
8241000 

67.3 

Arizona 

10.9 

Califomia 

9.9 

T^lftbn.     

8.9 

Nevada 

9.7 

Oreson 

10.1 

Utah 

7.1 

Washington 

8.7 

Total 

19,488,000 

8.4 

20,300,000 

9.4 

Total  banks: 

,A|f«lr|^.                 

186,000 

973,000 

37,299,000 

1,961,000 

690,000 

9,104,000 

2,200,000 

11,898,000 

19.1 
10.6 
12.1 
9.6 
9.4 
14.1 
10.6 
14.1 

00 
DO 
DO 
DO 
DO 
DO 
DO 
DO 

19.4 

Arizona, ,. ^ 

10.9 

nAiffnmfa.   .                                              ,      , 

ll.S 

TdAho.                                                             

8.9 

Nevada 

9.7 

Oregon 

1L4 

Utah 

8.8 

WdAhin^nn,                                                               

1L7 

Total 

64,211,000 

12.6 

76,870,000 

U.4 

Table  15. — Check  collection — Interdistrict  transactions,   July  15-Dec.  31,  1916. 

[OOO's  omitted.] 


Lioomtng 
cash  let- 
ters from 
and  for 
aoomint 
of  other 
Federal 
Reserve 
Banks. 

Deduct 
cash  let- 
terssent 

by  this 

bank  to 

other 

districts. 

Deduct  cash 

letters  sent 

by  member 

Umksthis 

district 

direct  to 

other  Federal 

Reserve. 

Banks  for 

001%. 

Net  ex- 
cess of 
incoming 

cash 
letters. 

TTBDafen 
sold. 

Deduct 

transites 

pur- 

rftJUMIll 

by  this 
l»nk. 

Net 

tiBIIStaB 

July 

13,964 
7,9S2 
12,130 
14,400 
16,606 
16,186 

$144 
330 

1,016 
403 
626 
767 

13,870 
7  613 
10,897 
1^761 
13,602 
13,936 

83,400 

100 

300 

40 

32,651 
11,220 
16^660 
ir,785 
38^600 

Slfl 

August 

u,iao 

Septemher 

1226 

1,146 

1,278 

603 

15,850 

October 

11,096 

November 

SI19D 

December 

2^656 

60,166 

3,376 

3,163 

62,668 

5,386 

87,446 

82,061 

Memo.~Net  increase  in  member  banks'  deposits  for  same  period  (000  omitted):  July,  8636;  August,! 
September,  81,644;  October,  81,969;  November,  17,614;  December,  81,160.    Total  increase,  813^ 
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Table  16. — Comparuon  of  loans,  investrruntSy  and  deposits  on  June  30,  19Hy  with 
those  on  corresponding  dates  in  1915  and  1916  and  on  Nov,  17,  1916. 


LOANS  AND  INVB8TMENT8. 


Date  of  call. 

Amounts. 

Percent 
of  loans 

and 
invest- 
ments 
to  de- 
posits. 

Percent 
increase 

over 
preced- 
ing 
figure. 

Percent 
increase 

over 
June  30, 

1914. 

lone  80, 1014: 

l^natl^S.    .rr.r 

1439,092,000 
140,723,000 

100.5 

loai 

91.7 
82.5 

Boods.etf.x ..            .  .           .XX.    X.  XX-  .X 

679,816,000 

440,555,000 
147,650,000 

June  23, 1915: 

Losjis 

1.5 

a8 
las 

Bonds,  etc 

June  30, 1916: 

I/oans X . .  .XX 

688.205,000 

482,570,000 
167,255,000 

1.5 

Bonds,  etc 

Nov.  17, 1916: 

T/oanft X 

639,825,000 

538,092,000 
168,867,000 

ia4 

Bonds,  etc *. .'.... 

706,949,000 

21.9 

DEPOSITS. 


Percent 

Percent 

of  de- 

of in- 

Percent 

posits 

crease 

included 

Date  of  call. 

AnuNmts. 

to  loans 

over 

over 

and 

preced- 

June 30, 

invest- 

ing 

1914. 

ments. 

flgive. 

J^iiA»A,  1914 

1576^852,000 
587,678,000 
696,620,000 
857,181,000 

99.5 
99.9 
108L3 

Jun«23,'l915 

1.9 
18,9 

1  9 

June  30',  1916 

21  1 

Nov.  17',  1W« 

121.2 

22.7 

48.6 
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ANNUAL  EEPOBT  OF  THE  FEDEBAL  BE8EEVE  BOABB. 


Exhibit  A. — Banking  power  of  the  twelfth  district, 
rooo's  omitted.] 


State.... 

Arisona. 

Idaho. 

Nevada. 

National. 

State.* 

National. 

State. 

National. 

State. 

NationaL    State. 

Number  of  banks 

6 

55 

265 

462 

67 

130 

10 

21 

Date  of  report  (1916).. 

Nov.  17. 

Nov.  17. 

Nov.  17. 

Aug.  81. 

Nov.  17. 

89t.l2. 

Nofv.  17. 

Jane  30. 

ASSETS. 

Loans  and  disoounts. . 

Stocks,  bonds,  and 
other  mcnritles 

Banking  house,  fur- 
niture and  fixtures . 

Cash  and  eztdiange.. . 

Other  assets 

$4,682 

1,361 

304 

3,159 

67 

$21,887 

3,602 

1,466 

426 

$339,600 

102,090 

13,430 

206,786 

15,026 

$499,111 

152,099 

27,430 

147,716 

9,862 

$23,960 

6,498 

1,251 

16,612 

438 

$20,361 

1,288 

1,225 

^932 

606 

$6,178 

2,579 

373 

4,470 

104 

$8,782 

1,254 

4M 

Total 

9,463 

43,532 

678,931 

836,718 

46,644 

32,402 

13,704 

15,068 

Capital 

660 

686 
616 

6,678 
896 

2,868 

68,628 

46,246 
138,622 

318,344 
65,934 

464 

39,946 
10,853 

64,610 

42,166 
13,187 

710,939 
688 

3,600 

2,180 
6:443 

25,177 
7,278 

30 

2,986 

3,688 

1,284 
1)092 

18,436 
7,459 

406 

1,485 

433 
1,284 

l,fl94 

Surplus   and    undi- 

vMed  profits 

Due  to  banks 

Deposits: 

ess 

143 
6,731 

Time 

^710 

Rediscounts    and 
money  borrowed . . . 

Circulation  outstand- 
ing. 

644 

48 

•'1? 

Other  liabmues 

»145 

4,344 

135 

106 

Total 

9,463 

43,532 

678,931 

835,718 

46,644 

32,402 

13,704 

15,068 

State 

Utah. 

Washington. 

Total  disttlot. 

Supervision 

National. 

State. 

National. 

State. 

National. 

State. 

Naticoal. 

State. 

Number  of  banks 

82 

177 

28 

96 

77 

279 

620 

1,225 

Date  of  report  (1916).. 

Nov.  17. 

Nov.  17. 

Nov.  17. 

Sept2L 

Nov.  17. 

Nov.  17. 

ASSETS. 

Loans  and  discounts- 
Stocks,   bonds,  and 
other  securities..... 
Banking  house,  fur- 
niture and  fixtures. 
Cash  and  exchange.. . 
Other  assets ... 

358,431 

19,794 

2,660 

36,779 

1,807 

$42,636 

8,409 

1,860 

23,384 

i;880 

$24,067 

7,466 

1,510 

18,361 

148 

$46,021 
6,208 

1,644 

14,477 
1,963 

$82,238 

29,064 

3,027 

48,235 

1,901 

$84,816 

20,987 

6,715 
40,569 
6,528 

$588,046 

168,846 

22,545 

335,302 

19,480 

$722,573 

192,7^ 

40,684 
255,604 
21,148 

Total 

119,461 

78,168 

51,651 

68,218 

164,465 

159,606 

1,064,219 

1,232  706 

.  uabiuhes. 
Capital 

10,066 

6,270 
17,817 

68,493 
20,542 

57 

6,973 
243 

8,724 

4,440 
6,607 

35,324 
19,931 

2,947 

3,356 

2,190 
13,264 

21,440 
8,103 

40 

*'1J 

6,803 

3,656 
4,461 

22,466 
20,062 

11,760 

6,749 
24,666 

75,960 
37,851 

286 

6,649 
706 

15,848 

8,872 
11,546 

64,961 
56;  826 

773 

89,489 

64,704 
201,601 

613,530 
141,862 

826 

60,311 
11,896 

104.235 

Surplus   and    undi- 
vided profits 

Due  to  banks 

Deposits: 

Demand 

68, 2U 
807,156 

Time 

110,006 

Rediscounts      and 

4,661 

Ing 

"*i6,'766* 

Other  Uabihtiee 

295 

780 

16,561 

Total 

119,461 

78,168 

51,551 

68,213 

164,465 

159,606 

1,084.219 

1,232,706 

1  Includes  4  counties  in  the  Eleventh  Federal  Reserve  Dlstziot. 

>  Included  in  demand  deposits. 

*  Includes  redisoounts-and  money  borrowed. 
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1911 

1912 

1913 

1914 

1915 

First  11 

m(»itlis 

1916. 

Bakersfield 

173 
42 
78 
83 
2,427 
30 

22 
61 

24 
57 

24 

53 

17 

1,145 

176 

44 

103 

103 

2,516 

36 

13 

47 

14 

577 

315 

628 

203 

110 

20 

54 

26 

1,048 

181 

44 

101 

100 

2,694 

35 

12 

50 

15 

554 

850 

612 

193 

99 

25 

FrMOo...% 

61 

LoDcBMcb 

28 

1,169 

223 

47 

93 

132 

2.678 

1,211 
189 
48 
108 
134 

1,155 
201 

Oaklftiid 

PftffAd^mii  

45 

8tmnMTitx> 

113 

Sen  Dip^ 

103 

Sen  Francisco 

3,123 

San  Jose 

40 

Santa  Kom 

It 

Stockton 

40 

45 
15 
596 
369 
602 
225 
139 

46 
15 
628 
333 
665 
219 
133 

M 

Reno : 

19 

Pflrtlnnd 

557 

689 

Salt  Lake  City 

449 

Seattle i 

553 

714 

Sp<^cane 

228 

l^acoma 

104 

Total 

4,966 

6,442 

6,470 

6,124 

6,188 

7,072 

>  Organized  1912.  *  Organized  1914. 

Exhibit  C. — Applications  under  Kern  amendment  to  the  Clayton  Act. 


State. 

made. 

Granted.  Refiiaed. 

Arfsona 

0 
113 
2 
0 
7 
17 
36 

0 
110 
2 
0 
7 
14 
3o 

0 

C^lifflrnlft 

3 

Idaho 

'  0 

Neiwtft.. 

0 

Orcffon - r 

0 

Utoh .- 

3 

WasbiF^gtnn  rr.,- -  - 

1 

Total  

175 

168 

7 

75284*»— 17 31 
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Acceptances:  Page. 

Amounts  purchaaed  in  1916,  distributed  by  sizes 96 

Amounts  purchased  each  month  in  open  market  by  Federal  Reserve  Banks.  94, 95 

Amounts  held  by  Federal  Reserve  Banks,  distributed  by  maturities 60 

Domestic,  growth  of 4 

Discounting  of  banks'  own  acceptimces  undesirable ,5 

Advisory  Coimcil.    (See  Federal  Advisory  Council.) 
Amendments  to  Act.    (See  Federal  Reserve  Act,  amendments  to.) 

American  securities  transferred  from  foreign  to  domestic  ownership 1-3 

Attorney  General  of  the  United  States,  opinion  as  to  changing  location  of 

Federal  Reserve  Banks 128-133 

Bank  examiners,  salaries  of 185-187 

Bank  of  England,  agency  of  Federal  Reserve  Bank  of  New  York  established 

with..* 16 

Bank  rates,  official,  ccmparison  of  foreign  and  New  York 6 

Bankers'  acceptances,  progress  made  during  year  in  developing  market  for 4 

Banking  business  of  the  United  States,  growth  of 2, 3 

Branch  banks,  foreign,  of  national  banks  authorized 147 

Branches  and  agencies  of  Federal  Reserve  Banks 14-16 

Capital  and  surplus  of  all  United  Stated  banks,  increase  of 3 

Charta: 

Deposits  and  cash  reser\'e8  held  by  commercial  banks  in  the  United  States.      192 

Federal  Reserve  notes  issued  to  banks  by  agents 44, 45 

Assets  and  liabilities  of  Federal  Reserve  Banks 58 

Cash  reserves  of  Federal  Reserve  Banks  and  cash  holdings  of  Federal  Re- 
serve Banks  and  agents 59 

Earning  assets,  by  classes,  for  each  Federal  Reserve  Bank 62 

Check  clearings  and  collections: 

Cost  per  item  and  per  $1,000  handled 11 

Number  of  items  and  amounts  handled 11 

Number  of  items  and  amount  of  daily  clearing 12 

Number  of  member  and  nonmember  banks  from  which  checks  are  collected 

at  par 12 

Operation  of 9-12 

Service  charge  per  it«n  handled 11 

Transit  departments,  disbursements  of 11 

Circulars  and  regulations  of  the  Federal  Reserve  Board : 

Special  instructions  No.  1  of  1916— Clayton  Act 148-151 

Special  instructions  No.  2  of  1916 — Issue  of  circulars 151-153 

Regulation  A — Rediscounts  under  section  13 153-156 

Regulation  B — Open-market  purchases 156-158 

Regulation  C — Acceptance  by  member  banks  of  drafts  drawn  to  furnish 

dollar  exchange 158 

ReguIatioQ  D—Time  deposits  and  savings  accounts 158 

RegulatioD  E — Purchase  of  warrants 159-162 
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Circulars  and  Regutotions  of  the  Federal  Reserve  Board— <3oiitmiied.  Pifei 

Regulation  F — ^Trust  powers  of  nsUional  banks 162 

Regulation  G — Loans  on  farm  land  and  other  real  estate 163 

Regulatiim  H — Membership  of  State  banks  and  trust  companies 164-168 

Regulation  I — Increase  or  decrease  of  capital  stock  of  Federal  Reeenre 

Banks 168 

Regulation  J — Check  clearings  and  collections 16^171 

Clayton  Act: 

Enforcement  of  Kern  amendment  to 17-19 

Kern  amendment,  text  of 145 

Collateral  notes,  amounts  of,  discounted  by  Federal  Reserve  Banks  each  month       90 
Commercial  paper: 

Amounts  discoimted  in  1916,  distributed  by  sizes 92 

Amounts  discounted  each  month  by  Federal  Reserve  Banks,  distributed 

by  maturities 84r-89 

Amoimts  held  by  Federal  Reserve  Banks  on  December  29, 1916,  distributed 

by  maturities 60 

Number  of  member  banks  accommodated  through  discount  of. 93 

Commercial  National  Bank ,  Washington ,  D .  C . ,  foreign  branches  of,  authorized .      147 
Commodity  paper,  amounts  of,  discoimted  each  month  by  Federal  Reserve 

Banks 91 

Commodity-paper  rates  in  1915  and  1916 6 

Deputy  Federal  Reserve  Agent,  amendment  proposed  to  act  to  abolish  office  of       27 

Directory  of  Federal  Reserve  Banks  and  Federal  Reserve  Board 18^191 

Discount  rates: 

Changes  in,  during  year 35-39 

Development  of,  during  year 5, 6 

Private,  comparison  of  foreign  and  New  York. 6 

Dividends  declared  by  Federal  Reserve  Banks 13 

Earnings  and  expenses  of  Federal  Reserve  Banks 12-14, 116-121 

Earnings  on  investments  of  Federal  Reserve  Banks,  by  classes 195 

European  credits  at  outbreak  of  war 1-3 

Examiners,  national-bank,  salaries  of 185-187 

Federal  Advisory  Council:     . 

Meetings  of 30 

Members  of * 191 

Federal  Reserve  Act,  am^nlments  to: 

As  passed  by  Congress 134-139 

Proposed  by  Federal  Reserve  Board 22-29, 139-145 

Reserves 22-25^  142 

Federal  Reserve  notes 26»  141 

Section  4,  to  abolish  office  of  Deputy  Federal  Reserve  Agent 27, 139 

Section  9,  to  authorize  mutual  savings  banks  to  become  associate  mem- 
bers of  Federal  Reserve  System 27, 139 

Section  11,  to  permit  the  Federal  Reserve  Board  to  raise  reserve  re- 

quirem^its  in  emeigaicies 28, 140 

Section  13,  to  restore  provision  granting  national  banks  right  to  accept 
up  to  100  per  cent  of  capital  and  surplus  in  import  and  export  trans- 
actions  28,140 

Section  16,  to  permit  nonmember  State  banks  to  avail  th^nselves  of 

clearing  and  collection  facilities  of  Federal  Reserve  Banks 28, 140 

Section  17,  to  cancel  provision  of  National  Bank  Act  which  requires 
national  banks  to  maintain  minimum  deposits  of  dovemment  bonds 
with  Treasurer  of  United  States 29, 142 
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Federal  Reserve  Act,. amendments  to — Continued. 

Proposed  by  Federal  Reserve  Board — Continued.  p^ge. 

Section  19,  relating  to  reserve  requirements 29, 143 

Section  22,  to  define  more  clearly  the  rights  of  directors  in  accepting 

fees  or  other  compensation  for  services  rendered 29, 144 

Federal  Reserve  Agents: 

Conferences  with  Board 30 

Reports  of.    (See  reports  of  Federal  Reserve  Agents.) 

Salaries  of 182-184 

Federal  Reserve  Agents'  fund,  operation  of 112 

Federal  Reserve  bank  notes,  issues  of - ^ . .         8 

Federal  Reserve  Banks: 

Branches  and  agencies  of 14-16 

Directory  of 188-191 

Dividends  declared  by 13 

Earning  assets,  holdings  by  classes  at  end  of  1915  and  1916,  chart  showing. .        62 

Earnings  and  expenses  of 12-14,116-121 

Earnings  dn  investments. 103 

Foreign  branches  or  agencies  of. 16 

Furniture  and  equipment,  cost  of IZl 

Investment  operations,  totals  by  months  and  Federal  Reserve  Banks  in 

1916 104 

Investment  operations,  by  classes,  by  months,  and  totals  for  1916  and  1915 . .      103 

Profit  and  loss  account  of 120 

Resources  and  liabilities  of 56, 63-83 

On  December  30, 1916 60-83 

Principal,  weekly  figures  of 63-65 

On  December  30, 1916,  by  ledger  items 66-83 

On  December  30, 1916,  consolidated  statement  of 66-83 

Salaries  paid  by 182-184 

Federal  Res^e  Board : 

Amendments  to  Act  proposed  by 139-145 

Circulars  and  regulations  issued  by 148-171 

Federal  Reserve  Districts,  changes  in,  made  by 122-128 

Fiduciary  powers  granted  to  national  banks  by 172-181 

Personnel  of 188 

Reappointment  of  members 30 

Receipts  and  disbursements  of 113-115 

Reports  of  Federal  Reserve  Agents  to 195-475 

Salaries  of  ofiicers  and  employees  of 184, 185 

Staff  and  organization 29, 30 

Federal  Reserve  Bulletin,  publication  of 30 

Federal  Reserve  districts,  changes  in 21, 12^133 

Banks  in  Fairfield  County,  Conn.,  transferred  from  district  No.  1  to  dis- 
trict No.  2 124 

Banks  in  Louisiana  transferred  from  district  No.  11  to  district  No.  6 123 

Counties  in  Louisiana  transferred  from  district  No.  11  to  district  No.  6 123, 124 

Wisconsin — 

Banks  in,  transferred  from  district  No.  9  to  district  No.  7 127, 128 

Counties  in,  transferred  from  district  No.  9  to  district  No.  7 127 

Map  showing .• 133 

Opinion  of  Attorney  General  as  to  redistricting 128-133 
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Federal  Reserve  notes:  Pipk 

Amendment  to  Act  proposed  by  Boards  diacuasion  ol 25 

Amounts  carried  to  net  assets  and  net  liabilities 42 

Amounts  in  hands  ol  Fedoal  Reserve  Banks. 41 

Amounts  issued  to  Fedeml  Reserve  Banks  and  bi  eitcitlatkm 40,42 

Amounts  received  from  Comptroller  of  the  Currency  by  eadi  Fedeeal  Re- 
serve Bank , 40 

By  deDominations — 

Issued,  retired,,  and  outstanding 47 

Printed,  shipped,  and  on  hand 46 

Received  by  agents,  issued  to  banks,  returned  £or  destructicm  and 

on  hand 4S-oI 

Chart  showing  amounts  issued  to  banks  by  agents 44, 45 

CoBt  of,  to  each  Federal  Reserve  Bank 53 

Cost  of  unissued 121 

Gold  and  paper  h^d  againat,  chart  showing 45 

Inter-district  movement  of 54, 55 

Issues  of 7 

Protected  by  paper  and  gold 7 

Federal  Reserve  System,  entry  of  new  members  into,  during  year 19, 20 

Fifteen-day  member  banks'  collateral  notes 5 

Fiduciary  powers  granted  to  oational  banks 21, 17-181 

Foreign  banks  or  agencies  of  .Fedefal  Reserve  Banks 16 

Foreign  branch  banks  of  national  banks  authorized 147 

Foretgn^eld  securities  returned  to  United  States 2,3 

Foreign  loans,  investment  in,  by  American  banks,  warning  of  Boaid  regard tng.      2. 3 
Gold: 

Holdings  of,  by  Federal  Reserve  agents 7 

Movement  of.  Into  the  United  Slates  since  outbreak  <^  European  wxr 1-^ 

Recommendations  of  Board  for  more  effective  control  of  supj^y  of 22-27 

Gold  and  lawful  money  in  hands  of  Federal  Reserve  agents 41 

Goki  settlement  fund,  operation  of 80, 106-112 

Governors  of  Federal  Reserve  Banks: 

Meetings  of 30 

Salaries  of... 182-184 

investment  operaUoDS  of  Federal  Reserve  Banks M-105 

Investments,  increase  in,  by  national  and  other  banks 3 

Kern  amendment  to  Clayton  Act: 

Enforcing  of 17-19 

Text  of 145 

Loans  to  belligerent  and  neutral  countries  since  outbreak  of  war 2 

Louisville,  Ky.,  action  of  Board  on  petition  fo  braoich  bank  in 14 

Mi4>  showing  Federal  Reserve  districts 13S 

Member  banks: 

Number  of,  accommodated  in  1916,  through  discount  of  commotaal  paper       93 

Number  of,  in  Federal  Reserve  System 19.146 

Member  banks'  collateral  notes 6 

Memphis,  Tenn.,  establishment  of  agency  in,  by  St.  Louis  Federal  Reaerve 

Bank 16 

Municipal  warrants: 

Amounts  held  by  Federal  Reserve  Banks,  distributed  by  maturities 61 

Amounts  purchased  monthly  by  Federal  Reserve  Banks 102 
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Pagau 
Mutual  savings  banks,  proposed  amendment  to  act  to  authorize  tliem  to  become 

associate  members  of  the  Federal  Reserve  System 27 

National-bank  examiners,  salaries  of . . ; 185-187 

National-bank  notes,  retirement  of 7, 8 

National  banks: 

List  of,  granted  fiduciary  powers 172-181 

Number  of,  in  system 146 

National  City  Bank,  New  York  City,  foreign  branches  of,  authorized 147 

New  Orleans: 

Establishment  of  branch  bank  in 14 

Financial  result  of  operation  of  branch  in 15 

Profit  and  loss  account  of  each  Federal  Reserve  Bank 120 

Receipts  and  disbursements  of  the  Federal  Reserve  Board 113-115 

Reports  of  Federal  Reserve  Agents: 

District  No.  1— Boston 195-220 

Acceptances 197,  213 

Banking  conditions  in  district 196 

Bills  rediscounted  for  member  banks,  by  maturities 212 

Bonds  and  loans  held  by  member  banks 212 

Borrowing  of  national  banks 215 

Check  clearings  and  collections 206, 217-219 

Checks,  niunber  of,  drawn  on  Treasurer  of  United  States 215 

Deposits 201 

Deposits  by  member  banks,  chart  showing 215 

Directors,  election  of 205 

Discount  operations 197, 212 

Discount  rates 212 

Fairfield  County,  Conn.,  transfer  of,  t-o  district  No.  2 199 

Federal  Reserve  note  issues 204, 216, 217 

Fiduciary  powers  granted  to  national  banks 217 

Financial  results  of  operation 195 

Gold  settlement  fund 209, 219, 220 

Government  deposits 203 

Chart  showing 216 

Internal  management  of  bank 205 

Investments,  classification  of,  by  maturities 220 

Member  banks — 

Liquidations  during  year 214 

Number  of,  accommodated  through  discounts  and  purchase  of 

acceptances 201 

Number  of ,  in  district 199 

Relations  with 200-202 

Money  rates  in  Boston 220 

Municipal  warrants,  purchase  of 199 

Nonmember  banks,  relations  with 200 

Profit  and  loss  account,  statement  showing 211 

Publicity  and  educational  work 203 

Relations  between  bank  and  public 202 

Reserves 199,201,214 
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